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VIRGINIA: 
In the Clerk's Office of the Supreme Court of Appeals held 
at. the Supreme Court of Appeals Building in the City of 
Richmond on Monday the 28th day of May, 1956. ' 
CITY OF NEWPORT NEWS, 
against 
Appellant, 
THE CHESAPEAKE AND POTOMAC TELEPHONE 
COMP ANY OF VIRGINIA, Appellee. 
From the State Corporation Commission, 
Upon the petition of City of Newport News, a municipal 
corporation, an appeal of right is awarl:led it by one of the 
Justices of the Supreme Court of Appeals on May 28, 1956·, 
from an order entered by the State Corporation Commission 
on the 30th day of December, 1955, in a certain proceeding 
then therein depending styled: Application of the Chesapeake 
and Potomac Telephone Company of Virginia for approval of 
an amendment to its General Exchange 'l':ariff S. C. C.-Va.-
N o. 1, no bond being required. 
. .. ,,: 
2 Supreme Court of Appeals of Virginia 
RECORD 
• • • • 
THE CHESAPEAKE AND POTOMAC TELEPHONE 
. COMP ANY OF VIRGlNIA. 
703 East Grace Street 
Richmond 19, Virginia. 
Dial 2-9121 
W. C.BOWLES 
GENERAL COMMERCIAL MANAGER 
November 7, 1955. 
State Corporation Commission of Virginia, 
Richmond, Virginia. 
Gentlemen: 
,Attached, in duplicant, for filing with your Honorable Com-
mission is the following tariff sheet, to become effective De-
cember 8, 1955: 
General ExchO,'Yl,ge Tariff 8. 0. C.-Va.-No. 1 
.Section 9-Fifth Revision of Sheet 6 
This filing is made to amend this Company's General Ex-
change Tariff' regulations pertaining to adjustments for local 
license taxes and provides that such taxes, however measured, 
will be billed on, a pro rata basis to the exchange customers 
within the political subdivisions imposing them. 
page 2} 
Very truly yours, 
W. C.BOWLES 
General Commercial Manager. 
G;ENERAL EXCHANGE TARIFF 
S. O. C.-Va.-N o. 1. 
The Chesapeake & Potomac Telephone Co. Section 9 
of Virginia Fifth Revision of Sheet 6 
Cancelling Fourth Revision of Sheet 6 
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24. CONNECTIONS WITH CERTAIN F .ACILITIES OF 
CUSTOMERS (Cont'd) 
c. Power and Pipe Line Companies (Cont'd) 
(2) Such customer-owned telephone facilities will be con--
nected to a private branch exchange switchboard or other tele-
phone switching or terminal equipment of the Telephone Com-
pany, for communication, with stations and private line ·fa-
cilities associated '\vith said switching or terminal. equipment; 
provided, however, that a private branch exchange . switch-
board furnished by the Telephone Company will not be con-
nected with private telephone switching equipment of the 
customer, located on the same general premises or in the same 
local service area, except where such private telephone switch-
ing equipment is used exclusively for dispatching. 
( 3) Facilities of the Telephone Company will be connected 
for exchange or message toll service with telephone facilities 
( other than mobile radiotelephone facilities) of the customer 
either (a) in locations where it is impracticable because of 
hazard or inaccessibility for the Telephone Company to fur-
nish its facilities; or (b) during an interim period in cases 
where the customer has 1;1.rranged for replacement of said 
customer-owned facilities with facilities of the Telephone Com-
pany. Except in the situations describe9- in (a) and {b) pre-
:Ceding, customer-owned facilities will be connected with fa-
cilities of the Telephone Company for exchange or message 
toll service only in cases of emergency involving safety of 
life or property. 
(4) Facilities of the Telephone Company, when connected 
with facilities of the customer, will not be used for commu-
nications of others than the customer, except that such facili-
ties may be used for the communications of other companies 
which (a) are operated with the customer as parts of an in-
tegrated electric power, oil, oil products or natural g-as system 
under direct or common ownership or control; or (b) own or 
operate an electric power or pipe line ·system jointly with the 
customer; or ( c) own or operate electric power or pipe line 
facilities interconnected with those of the customer. Cus-
tomer-owned facilities will not b~ connected for exchange 
or message toll communications of others than the customer 
except in emergencies involving safety of life or property. 
(5) Customer teletypewriter or Morse, remote metering, 
supervisory control or miscellaneous signaling facilities will 
be connected to private line facilities furnished for such pur-
poses to the same customer. 
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(6) Private line service channels will be furnished by the 
Telephone Company between a terminal of customer facilities 
within or near a telephone exchange area or local service area 
and a location within such exchange or local service area for 
connection at such location with terminal equipment fur-
nished by the Telephone Company; provided, however, that 
terminal equipment not normally furnished by the Telephone 
Company may be furnished by the customer. 
(7) Equipment provided by the customer on his circuits for 
the purpose . of deriving telephone, teletypewriter or Morse, 
remote metering, supervisory control or miscellaneous signal--
ing channels may be used, if suitable for such use, to derive 
such channels over private line channels furnished by the 
Telephone Company as provided in (6) preceding. Where 
such use requires special arrangements of the facilities of the 
Telephone Company, the costs thereof will be borne by the 
customer. 
25. CREATION OF CHANNELS BY CUSTOMERS 
Except as specifically provided in this General Exchange 
Tariff, the customer may not create additional channels from 
channels or facilities provided by the Telephone Company. 
26. ADJUSTMENTS FOR LOCAL LICENSE TAXES, 
ETC. 
Rate schedules of the Company do not include any license 
tax, however measured, or any pole, wire, conduit or similar 
street use tax or exaction imposed upon the Company by any 
political subdivision of the State of Virginia. 
Insofar as _practicable, any such tax or exaction that is 
presently or may hereafter be so imposed will be billed on a 
pro rata basis by the Company to its exchange customers 
within the political subdivision imposing it. 
'4 Indicates change in text. 
Issued: November 7, 1955. Effective: December 8, 1955. 
By W. C. Bowles, General Commercial Manager, 703 E. 
Grace St., Richmond, Va. _ 
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page 3 ~ COMMONWEALTH OF VIRGINIA 
STATE CORPORATION COMMISSION 
At Richmond, November 7, 1955. · 
CASE NO. 12823. 
APPLICATION OF 
THE CHESAPEAKE AND POTAMAC TELEPHONE 
COMP ANY OF VIRGINIA. 
For approval of an amendment to its General Exchange 
Tariff S. C. C.-Va.-N o. 1. 
ON NOVEMBER 7, 1955 came the applicant, The Chesa-
peake and Potomac 'I1elephone Company of Virginia, and :filed 
an amendment to its General Exchange Tariff S. C. C.-Va. 
-No. 1 whereby it sought to provide by regulation that, inso-
far as practicable, any license tax, however measured, and any 
pole, wire, conduit or similar street use tax or exaction im-
posed upon the applicant by any political subdivision of the 
State of Virginia will be billed by the applicant on a pro rata 
basis to its exchange customers within such political subdivi-
sion, and requested approval of the use by the applicant of 
said amendment on all bills rendered by the applicant on and 
after December 8, 1955. 
IT IS ORDERED: 
(1) That this proceeding be instituted, assigned case No. 
12823, docketed, and set for hearing in the Courtroom of the 
State Corporation Commission, in the State Office Building, in 
the City of Richmond at 10:00 A. M. on December 14, 1955; 
that an investigation be entered upon concerning the reason-
ableness and justice of the use by the applicant in this State, 
of said proposed amendment to its G,eneral Exchange Tariff 
S. C. C.-Va.-N o. 1; and, that pending such investigation 
and determination by the Commission the effective date of the 
use by the applicant of said proposed amendment to its tariff 
be suspended, and the operation thereof deferred, for the 
period of thirty days from December 8, 1955, unless in th~ 
meantime otherwise ordered by the Commission; 
(2) That applicant give notice of the :filing of said amend-
ment and of the hearing thereon by publication once a week 
6 Supreme Court of':Appeals of Virginia 
for four successive weeks in newspapers of general 
page 4 ~ circulation, in the political subdivisions of this State 
which presently impose taxes or exactions to which 
said amendment will apply; that applicant serve a copy of this 
order upon the Mayor or other chief officer of each such poli-
tical subdivision ( or upon the Chairman of the Board of Super-
visors, if any such political subdivision is a county) by regis-
tered mail, with return receipt; and that applicant furnish 
proof of such publication, and of such service at the hearing; 
and, 
(3) That two attested copies hereof be sent to the applicant, 
and an attested copy to the Chief Engineer and Chief Ac-
countant of the Commission. 
A True Copy. 
Teste: 
N. W. ATKINSON 
Clerk of the State Corporation 
Commission. 
page 5 ~ COMMONWEALTH OF VIRGINIA 
STATE CORPORATION COMMISSION 
·APPLICATION OF 
THE CHESAPEAKE AND POTOMAC TELEPHONE 
COMP ANY OF VIRGINIA. 
For ap-proval ·of an amendment to its General Exchange 
Tariff S. 0. 0.-Va.-No. 1. 
Case No. 12823. 
Present: Commissioner H. Lester Hooker (Chairman) 
W. Marshall King, Ralph T. Catterall, (Chairman Hooker 
presiding). 
Appearances: Stephen H. Fletcher and H. Walker Lewis, 
Counsel for the The Chesapeake and Potomac Telephone Com-
pany of Virginia. 
R. C. Barclay, Counsel for City of Portsmouth, Va. 
Harry L. Nachman, Counsel for City of Newport News, Va. 
Joseph E. Baker, Counsel for City of Norfolk, Va. 
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Edward W. Hening, Jr., Counsel for County of 
page 6 } Henrico, Va. 
John D. Gray, Counsel for City of Hampton, Va. 
Alden E. Flory, Virginia Farm Bureau Federation. 
Norman, S. Elliott, Counsel for State Corporation Commis-
sion. 
Date of Hearing 
December 14, 1955. 
page 7} Chairman Hooker: All right, Mr. Fletcher. 
Mr. Barclay: May I present an intervening pe"'. 
tition, which is a petition of the City of Portsmouth and Vir-
ginia League of Municipalities, which asked ·me to file a pe-
tition opposing this matter. Do you desire me to read iU 
. Chairman Hooker: Not unless you want to. You may :file 
it with the papers. 
Now, Mr. Fletcher. 
Mr. Fletcher: If the Commission please, in the order in-
stituting this proceeding the Company was required to make 
publication in certain newspapers published in the State of 
Virginia in the affected territory and to serve a copy on the 
mayors and other chief officers of the various subdivisions ; 
and the Company would like at this time to furnish for the 
record proof of publication of the notices and return receipts 
showing service of the order upon the people on whom it was 
required to serve the order. 
Chairman Hooker: They may be received as Exhibit A. 
Do you have a statement you wish to make at this 
page 8 } time? 
Mr. Fletcher: Yes, I would like to make a brief 
statement at this time in support of this application. 
Commissioner Catterall: Do you have a copy of iU 
Mr. Fletcher: Yes, I have. 
Note: Statement handed to Judge Catterall. 
Commissioner Catterall: I mean what you want to use. 
Mr. Fletcher : Oh, yes, sir. 
The Company last March filed with the Commission a tariff 
provision which would place the burden of gross receipts 
license taxes upon the subscribers in the municipalities and 
counties imposing such taxes. The Commission suspended 
the tariff and entered upon a hearing as to its reasonableness 
in Case No. 12565. The City of Newport News and several 
other municipalities appeared in opposition. After the hear-
ing, the Commission issued its opinion and order approving 
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the proposed tariff provision. In Judge Catterall 's 
page 9 ~ opinion, speaking for the Commission, it was stated: 
The Constitution requires us to :fix just and reasonable 
rates. In our opinion it would be unjust and unreasonable 
to fix rates in such a way that citizens throughout the State 
could thus be forced to pay taxes for the support of the streets, 
parks, schools and other municipal activities of the City of 
Newport News. Throughout our history taxation without 
representation has been regarded as an unjust policy. 
Case No. 12565 involved solely the question of the reason-
ableness of surcharging gross receipts license taxes, because 
at that time it was only the tax in that form which threatened 
the unhappy consequences described by Judge CatteralL How-
ever, since the decision in that case it has become evident that 
the Company was overly optimistic in thinking that 
page 10 ~ the threat of taxation without representation came 
solely from the gross receipts form of license tax. 
In October of this year the City of Newport News adopted 
an ordinance which i:;ubstituted a flat license tax in the amount 
of $30,000 for its gross receipts tax estimated to produce 
an equivalent amount. Up until that time the highest flat 
license tax in the Company's entire territory was only $2,-
000. The total of all flat license taxes and similar exactions 
from all localities for 1955 was less than $75,000. The New-
port News action alone would therefore increase the total of 
such taxes by 40 per cent. Other communities have indicated 
an intent to follow suit. It seems clear that to prevent the 
consequence which the Commission has found to be unjust and 
unreasonable, it is now necessary to broaden the existing 
tariff provision to permit the Company to surcharge other 
types of license taxes and exactions. Any tax or exaction 
which a political subdivision can impose at a rate 
page 11 ~ for the telephone company different from that 
imposed upon taxpayers generally affords an op-
portunity to circumvent the existing tariff provision. The 
same amount of money can be raised as under the gross re-
ceipts license tax without imposing any burden upon residents 
of the community imposing the tax.· The proposed tariff, if 
approved, would prevent such circumvention. 
In view of the fact that the Commission has so recently 
investigated the reasonableness of surcharging gross receipt 
license taxes to the political subdivisions imposing them, we 
have assumed that the Commission would not rehear that 
question, and that this hearing would be confined to the issue 
of whether or not the principle should be extended to other 
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forms of license taxes and exactions. Accordingly, our proof 
will be limited to that narrow issue. 
Commissioner Catterall: Do you mean to cover, also, the 
franchise fee, which you have voluntarily entered 
page 12 ~ into? 
Mr. Fletcher: No, sir. It seems to me that that 
is a separate question. 
Commissioner Catterall: But your filing says license taxes 
and exactions, and there could be nothing that could refer 
to but the franchise fee. 
Mr. Fletcher: It was not intended to cover a voluntary 
fee that was entered into, as the franchise fee. 
Commissioner Catterall: If you had to pay them to get on 
the street, I don't know how that would be determined. 
Mr, Fletcher: The exaction was one that we were forced 
to go into. 
Commissioner Catterall : Could you not leave out :the 
words '' or exactions'' Y 
Mr. Fletcher:· The only difficulty with doing that, leaving 
out the words "or exactions" is that certain communities have 
required payments for the use of streets which they have de-
noted as a license tax, and the same inherent danger 
page 13 ~ lies in that type of payment. If they can impose 
an unlimited amount on the Company for the use 
of a street, it will be the same as a license tax on the Com-
pany for the use of the streets, and we tried to make the pro-
vision so it would cover that. 
Com.missioner Catterall: To free it from ambiguity, would 
you want to insert after the words "or exactions" the word-
ing "not agreed to by the Company"? 
Mr. Fletcher: That would clear it up. 
Commissioner Catterall: It would seem to me that that 
would cover anything that you paid to get on the streets. 
Mr. Fletcher: I think that would clarify it, yes, sir. 
Mr. Barclay: Would that cover the replacing- of the street 
when you tear up the street for a conduit? That would be 
an ''exaction''? 
Mr. Fletcher: I would not think the cost the Company 
incurred there would be an exaction. 
Mr. Nachman: I think we have a right to ap-
page 14 ~ pear here in accordance with the Commission's 
order and the language of the order is what is be-
fore this Commission in this hearing. 
Chairman Hooker: Does anyone else wish to make a state-
ment? 
Mr. Nachman: I would like to. 
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· ·; Chairman Hooker: All right, Mr. Nachman. 
Mr. Nachman: The City of Newport News feels the state-
ment that is presented to you is, in fact, asking for an in-
crease in rates, for the reason that, when this Commission 
in 1954 undertook to set the rates paid by subscribers in this 
Htate, license taxes and all other taxes paid by The Chesapeake 
and Potomac Telephone Company were considered by this 
Commission in determining what rates the subscribers had to 
pay. The effect of this application is that they want to elimi-
nate that item of expense, which is a legitimate operating 
cost, and they, in effect, say "Give it back to us, and let the 
rates remain as they are." 
page 15 ~ Our position in the matter is that on the general 
analysis you will find that it is simply a request 
for an increase in the revenue received by The Chesapeake an,d 
Potomac Telephone Company in the operation of its business, 
and for that reason we think the application should be dis-
missed. 
·· · Chairman Hooker: Mr. Baker, do you wish to make a state-
±nenH 
Mr. Baker: No. 
· Chairman Hooker: Mr. Gray¥ 
Mr. Gray: No, I have no statement. 
Chairman Hooker: Mr. Barclay, do you have anything 
further you would like to say¥ 
Mr. Barclay: I would like to make this statement to show 
how far this case will affect the Citv of Portsmouth. Last 
month we put a tax on the Telephone ·company which was for 
the number of poles and number of conduits, and there were 
6,000 poles located in Portsmouth for which they 
page 16 ~ paid $3,750.52, and there are 73,578 lineal feet of 
· conduit, for which they paid $735.78. That is all 
they are asked to return to Portsmouth at this time. That 
particular amount has been paid, and it is a tax placed on the 
Company for the use of the city's streets. They have now the 
free use of the streets in order to operate their business, con-
trary to any other person or other business firm in the city, 
and it costs us money to keep the pavements around the poles, 
more or less, and the pavement over the conduits in order; 
that is merely a drop in the bucket that the City has to go 
to them and get the money for their service. In addition to 
that, they do a large volume of business in the city, and they 
use these poles and conduits, not only for the City of Ports-
mouth, but for a great many messages coming from Norfolk 
and South Norfolk, two large cities, with no additional 
charges, and messages come from all parts of the State; and 
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William 0. Bowles. 
the business they are conducting in there is a business that 
passes all through the State of Virginia. 
page 17 ~ Chairman Hooker: You un,derstand that the 
. City can still put this charge on, but the subscribers 
in the City of Portsmouth would have to pay it. 
Mr. Barclay: That is the place that it is unfair, because 
any merchant on High Street that sells in Norfolk County 
naturally adds to the purchase price the tax they have to pay. 
Chairman Hooker: Mr. Flory, do you have any statement 
you wish to make Y 
Mr. Flory: Not at this time. 
Chairman Hooker: Mr. Hening, do you have any state-
menU 
Mr. Hening: No statement. 
Chairman Hooker: Do you have a statement, Mr. ElliotU 
Mr. Elliott: No statement. 
Chairman Hooker: Proceed with your evidence. 
page 18} WILLIAM C. BOWLES, 
a witness introduced on behalf of Petitioner, being 
first duly sworn, testified as follows : 
DIRECT EXAMINATION. 
Bv Mr. Fletcher: 
·Q. Will you please state your name, residence, and occupa-
tion? 
A. My name is William C. Bowles. I reside in Richmond, 
Virginia, and I am General Commercial Manager of The 
Chesapeake and Potomac Telephone Company of Virginia. 
Q. Will you describe briefly your experience in, the , tele-
phone business. 
A. I entered the telephone business immediately after 
graduation from Virginia Polytechnic Institute in June of 
1924. My employment in the business has been continuous 
since that time. On September 1, 1952, I was appointed 
General Traffic Manager of this Company, which position I 
held until September 1, 1955, when I was appointed to my 
present position. 
Q. What are your responsibilities in your present position, 
Mr. BowlesT 
A. I am responsible for all commercial opera-
page 19· ~ tions of the Company. These operations cover 
contacts and relationships with customers, includ-
12 Supreme Court of Appeals of Virginia 
William C. Bowles. 
ing the handling of applications for telephone service and the 
preparation of estimates of growth, compilation and distribu-
tion of telephone directories, sales and servicing operations, 
collections, the preparation and publication of tariffs, and re-
lations with governmental bodies in the localities in which we 
operate. 
Q. Mr. Bowles, I hand you a paper entitled '' General Ex:.. 
change Tariff-S .. C. C.-Va.-No. 1, Section 9, fifth revision 
of Sheet 6," bearing_ an issue date of November 7, 1955 and an 
effective date of December 8, 1955. Was this paper prepared 
under your supervision Y 
A. It was. 
Q. Was it :filed with this Commission on November 7, 19551 
A. Yes, it was. 
Mr. Fletcher: If the Commission please, may I have that 
marked Exhibit 1 Y 
Chairman Rooker: It may be received and filed as Exhibit 
No.1. 
page 20 } .A. What does this tariff provide? 
A. The only new part of this tariff filing is the 
amendment of Regulation, 26 as indicated by the markings on 
the side of the sheet. This Regulation provides that, insofar 
as practicable, any license tax, however measured, or any pole, 
wire, conduit, or similar street use tax or exaction imposed 
upon the company by any political subdivision of the State 
of Virginia will be billed by the company to its exchange cus-
tomers within such political subdivision, on a pro rata basis~ 
Q. In what way does this Regulation change that filed with 
this Commission on March 4, 1955? 
A. The March 4, 1955 tariff covered only those local license 
taxes expressed as a percentage of gross receipts. The 
tariff filed on November 7, 1955 includes all types of local 
license taxes together with all types of street use taxes or 
exactions which may be imposed upon the company. 
Q. In view of Judge Catterall's question earlier, I am going 
to ask you whether it was your intention by the use of the 
term "or exactions" to include payments made by the Com-
pany under franchises which have been agreed to 
page 21 } by the Company for some municipalities in the 
-State? 
A. No, sir, it was not our intention to do so, as indicated. 
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Chairman Hooker: Then, does the Commission understand 
that you would have no objection to writing after the words 
"or exactions" "without agreement with the local taxing au-
thorities''? 
A. I would think that would be all right. 
Mr. Fletcher: 
Q. What prompted the November 7 tariff filing? 
A. Under the existing tariff we are billing license taxes, 
which are expressed as a percentage of gross receipts, in 
15 areas. These are the only communities in which we operate 
that now levy license taxes in this form .. The effect of the, 
existing tariff is to recover these gross receipts taxes from the 
users of telephone service within the political subdivisions 
which impose the taxes and who enjoy all of the benefits de-
rived from them. Until recently the existing tariff has been 
adequate. Now, apparently, there is a movement on foot in 
some municipalities and counties to circumvent this 
page 22 ~ tariff by changing the form of the license tax from 
a percentage of local gross receipts to a flat annual 
amount producing approximately the same amount of tax 
revenue. In view of this development, it is necessary that the 
terms of the existing tariff be broadened so as to provide 
that all license taxes and similar local exactions, regardless of 
their form, be borne, insofar as practicable, by the users of 
telephone service within the areas involved. 
Q. To which municipalities and counties do you refer Y 
A. I know of at least four. They are Hampton, Henrico 
County, Newport News, and Poquoson. 
Q. Has final action been taken in any of these localities Y 
A. Yes. Newport News has taken such action. 
Q. What was the action taken in the City of Newport 
News? 
A. Newport News has in effect an ordinance requiring the 
Company to pay a license tax equivalent to 3 per cent of its 
local gross receipts. Under the existing tariff, the Company 
· is billing this tax to its customers in Newport News 
page 23 ~ by adding 3 per cent to the charges for local ex-
change service. On October 3, 1955 there was in-
troduced before the City Council an ordinance substituting a 
flat annual tax of $30,000 for the existing gross receipts tax. 
This $30,000 is approximately the same amount as that being 
yielded by the present tax. This ordinance was considered at 
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the Council meetings of October 3, 1955 and October 10, 1955. lt 
was adopted at the meeting of October 17, 1955, to go into effect 
for the license year beginning May 1, 1956. Considering the 
discussions of the new ordinance at these Coun.cil meetings 
and since the amount of tax yielded by the old and new or-
dinances is approximately the same, it seems apparent that 
the purpose of the change in the form of the tax is to circum-
vent the existing tariff provisions. 
Q. I hand you a certified copy of excerpts from the Minutes 
of a meeting of the Newport News City Council held on 
October 3, 1955. Are you familiar with these excerpts? 
A. Yes, I am. 
Q. Mr. Bowles, do you wish to comment on these· 
page · 24 ~ excerpts¥ 
A. Yes, I do. These excerpts describe the dis-
cussion in the Council meeting at which the amendment pro-
posing a fl.at tax was introduced. The City.Manager, in com-
menting on this Ordinance, referred to the fact that the State 
Corporation Commission had allowed the Telephone Com-
pany to put a surcharge on the telephone bills, amounting to 
three per cent of the telephone charges, and that this practice 
was in effect at this time. In discussing the matter, the City 
Attorney, as reported by the minutes, said that it appeared to 
him that until this Ordinance was changed, the citizens of 
Newport News will have to continue to pay the three per cent 
surtax, whereas if this was placed on a fl.at fee basis this, 
charge could not be passed on to the customers. 
Mr. Fletcher: May we have the document referred to by 
the witness received as an exhibit. 
Chairman Hooker: It will be received and filed as Exhibit 
2 . 
. Mr. Fletcher: 
·Q. What action has been taken in the City of 
pag-e 25 ~ Hampton? 
~ A. The City Counsel on December 7, 1955 passed 
the first reading of an amendment to the license tax ordinance 
imposing a license tax on the Company of $4,500 per annum 
in place of the existing tax of one-half of one per cent of the, 
Company's local exchange gross receipts. This gross receipts 
tax is now being billed to customers in accordance with the 
existing tariff. The $4.500 is approximately the amount 
yielded by the existing local gross receipts tax of one-half of 
one per cent. The Hampton Council pointed out that their 
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decision to charge a flat rate for a license for the Telephone 
. Company was not based on a desire to impose a heavy tax on 
the Company but was designed to prevent if possible the tax 
being passed on to consumers. · 
Q. What is the situation in Henrico County? 
A. Henrico County now imposes a license tax on the Com-
pany of one-half of one per cent of its local exchange gross 
receipts. The Company, in accordance with its existing tariff 
bills this tax to its customers in the County on a pro rata 
basis. On October 12, 1955, at a meeting of the Board of 
Supervisors, au amendment to the business license 
page 26 ~ tax code was introduced substituting a fl.at annual 
tax upon the Company of $7,000 in place of the 
present gross receipts tax. This is the approximate amount 
yielded by the present tax, and county officials have scheduled 
a public hearing on this matter during December._ County 
officials have indicated that the amendment to the license 
tax ordinance was designed to prevent the telephone com-
pany from passing on to its Henrico subscribers the amount 
of the tax. 
Q. What action has been taken in the Town of Poquoson.? 
A. On November 14, 1955, the Town Council passed the 
first reading of an amendment to the license tax ordinance 
imposing a flat tax of $200 on the Company, in lieu of the 
existing tax of one-half of one per cent on the Company's 
local exchange gross receipts. In this case also, the fl.at tax 
yields approximately the same revenue as the gross receipts 
tax which is now being billed to customers in accordance with 
the existing tariff. 
Q. Mr. Bowles, has a similar situation arisen in any other 
community? 
A. Not in the form of a substitution of one kind 
page 27 ~ of tax for another. There have been, however, re-
cent increases in fl.at license taxes in several com-
munities. Specific cases are Gordonsville, Salem, and War-
renton. Q. At the present time what is the highest fl.at license tax 
the Company is paying? 
A. Two thousand dollars. 
Q. Mr. Bowles, I hand you a one-page statement entitled 
"Political Subdivisions Imposing Flat License Taxes and 
Similar Exactions 'to be Billed on a Pro Rata Basis to Ex-
change Customers Situated Therein." Was this statement 
prepared under your direction and supervision Y 
A. It was. 
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Mr. Fletcher: May I have this marked and received in 
evidence, please Y 
Chairman Hooker: It will be received and filed as Exhibit 
No. 3. 
Mr. Fletcher: 
Q. Will you please explain Exhibit 3, Mr. 
page 28 ~ Bowles. 
A. The exhibit shows the localities in Virginia 
which impose a license, street use, or similar tax or exaction 
on the Company, determined on some basis other than a per-
centage of gross receipts and in which it will be practicable 
at this time ·to bill such taxes to the customers therein. 
Q. What is the significance of the percentages opposite the 
names of these localities Y 
A. Each of these figures represents, for the locality with 
which it is associated, the per cent to be added to the custom:-
er 's bill for local exchange service. In each locality this per 
cent is determined by relating the amount of the tax to the 
local exchange revenues. 
Q. Are the percentages on this exhibit subject · to change 1 
A. Yes. Changes in, either the amount of revenue or the 
amount of tax would, of course, change the percentage re-
la tfonships between taxes and revenues. 
Q. Are there any localities in which it would not be practi-
cable at this time to bill these local taxes to the 
page 29 ~ customers involved Y 
A. Yes. There are 27 other localities which im-
pose such taxes totaling about $5,700 in 1955. In these 27 
areas, however, the amount to be added to the customer's 
bill would be less than one cent per month on the minimum rate 
for local exchange service. Since there is no feasible way 
to bill less than one cent, these areas would not be affected 
at this time. 
Q. Mr. Bowles, what is the total amount of taxes that would 
be added to customers' bills as a result of the new tariff Y 
A. This amount would be about $67,000 based on the 
year 1955. 
Q. What effect would an increase of $67,000 in revenue_ have 
on the Company's rate of return Y 
A. In view of the size of the Company's total operation, the 
effect would be negligible-amounting to less than two one-
hundredths of one per cent in net earnings in relation to net 
original cost investment. 
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Q. Mr. Bowles, is the list of political subdivisions shown on 
Exhibit 3 subject to change Y 
A. Yes. Changes in the percentage relationship of local 
taxes to local exchange revenues might result in 
page 30 ~ political subdivisions being added to or dropped 
from this list. Of course, as new license taxes be-
come P.ffective, additional amounts will be added to both the 
Company's expenses and the Company's revenues, and would 
not increase the Company's net income. 
Q. Will this tariff filing interfere with the ability of any 
political subdivision to raise the tax revenue necessary for 
its operations Y 
A. It should not. We realize that political subdivisions need 
revenue for their operations, and our filing should not deprive 
them of any revenue sources. It will serve only to confine the 
effect of such local taxation to the telephone customers in the 
locality which imposes and enjoys the benefits of the taxes 
rather than requiring our telephone customers throughout the 
State of Virg·inia to pay them. 
Mr. Fletcher: That is all the Company has from this wit-
ness. 
CROSS EXAMINATION. 
By Mr. Nachman: 
Q. Have you examined the tax structure of every 
page 31 ~ city in the State of Virginia T 
A. Have I examined the tax structure Y 
Q. Yes. 
A. No. 
Q. How are you in a position to tell the Commission whether 
or not the particular application would affect their right to 
collect taxes? 
A. This has no effect on the right of any municipality to as-
sess taxes. 
Q. When you make the statement that the granting of 
this application would not interfere with the operation of any 
city government, you are not basing it on any examination or 
investigation on your part Y 
A. I think that would be a legal question involving taxes. 
Q. But you don't know the liabilities of the cities or the 
revenues of any city in the State, do you Y 
A. I would not qualify as an expert on municipal affairs. 
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Q. Are you prepared to say to the Commission that in 1954, 
when there was a rate increase in the State of 
page 32 ~ Virginia, that licenses paid by the Company to the 
various municipalities in the State were not con-
sidered as an operating expense? 
A. No. 
Q. They were not? 
A. They were considered. 
Q. And what were they? 
A. I am not sure I have the figure for 1954. 
Q. I show you a copy of an exhibit introduced by the Tele-
phone Company in that hearing and ask you to read from that 
exhibit what it amounted to in money. 
A.· Are you talking about the one on Feq.eral income taxes? 
Q. Yes, and the one under it. 
A. Under the Federal income taxes? 
Q. Yes. 
A. This only goes to the year 1952. 
Q. Tell us what it was in 1952. 
Mr. Fletcher: Before he answers that question, may we 
examine it? · 
Note: Exhibit handed to Mr. Fletcher. 
Chairman Hooker: Is that tax segregated so 
page 33 ~ you can answer it as he asks the questions Y 
Mr. Fletcher: That is what I was wondering 
about. It appears that all the taxes are lumped together. It 
does not appear what taxes were considered. 
Chairman Hooker : The Commission will take judicial no-
tice of the fact that the taxes are a part of the operating ex-
pense. 
Mr. Nachman: 
Q. I would like the witness to tell what amount of license 
taxes was paid by the Telephone Company for the year 1954 
and the year 1955. Can you give us that information Y 
A. I can get it. 
Chairman Hooker: Get the information and make an ex-
hibit of it and file it as Exhibit 4. 
Mr. Nachman: 
Q. As I understand, you can't give us any approximate 
amount? 
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Chairman Hooker: If he was to furnish the exhibit giving 
. the correct amount, I don't see why you want hlm to 
page .34 ~ approximate it. If you want the .approximate 
.amount without the co.rrect amount, he can give 
it if he know:s it. 
Mr. Nachman: The reason I asked this witness the ques-
tion is that I want to show the amoun,t of money involved, 
and he is here, but he apparently has no idea of what it is. 
Mr. Fletcher: That is unfair. He has testified .as to the 
.amount that is involved here. 
Mr. Nachman: I asked him what the amount w.as, and he 
said he did not know. 
Witness; Yon mean the .amount .affected by this filing! 
Mr. Nachman: Yes. 
A. About $67,000. 
Q. How much was it prior to this increBBe Y 
A. I don't understand your question. 
Q. You said you did not know the amount for 1954, and I 
was asking you about that. 
A. You said "What were the taxes affected by this filing!'' 
and it is about $67.000. 
page 35 } Q. How much license tax do you pay the State 
of Virginia Y · 
A. You asked me that, and I told you I would get that in-
formation. 
Q. Isn't it a fact that that amount of money was charged'as 
an operating cost when the lm~t increase in telephone rates was 
made! 
A. I think that is correct. 
Q. So the effect of that is the Company would make more 
money than, the recent rate base would allow them to make? 
A. I believe there would be some additional revenue and I 
.also stated in my testimony that when you consider the size 
of the Telephone Company in the State the amount of money 
and its effect on the Company's whole operation would be 
practically negligible ; in fact, I have said "negligible," and 
did not say "practically." 
Q. And you take the entire State of Virginia as a basis! 
A. Yes. 
Q. And when you go into a suburban area, it costs you 
more money than it does in a thickly populated 
page 36 ~ area? 
A. There are compensating costs, and there are-
differences in expense and differences in revenue. 
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Q. Isn't it a fact that the tendency today is for people to 
move into the suburban area 1 
A. I would think so. I could not testify to that. 
·Q. You would not contradict Mr. Mitchell when he testified 
to thaU 
A. No. 
Q. Do you agree with this statement 1 
"In the newer areas there are other factors which impose 
even greater problems. No longer are row houses being built 
on narrow lots as near as possible to the downtown areas. 
The typical new home is a single-story structure on a lot which, 
by previous standards, is large indeed and at a distance quite 
remote from the business areas. This tendency to 
page 37 ~ move farther and farther into the suburbs and out-
lying areas on larger plots of ground means that 
longer and more costly circuits, more central offices and more 
inter-office trunks are required. The resulting greater num-
ber of plant units, combined with the higher cost per unit of 
plant, results in much greater plant investment per tele-
phone.'' 
Do you agree with that statemenU 
A. Yes. 
Q. So the result is that in the City of Newport News, which 
is limited by law from expanding or annexing any territory, 
the rates in Newport News are forced to go up by virtue of the 
units you have put in suburban areas 1 
A. We have not made any change in rates since 1954. 
Q. Whatever changes have been made, the result is that the 
people in the annexed area cannot expand and cannot go ahead, 
and they have to pay that. 
page 38 ~ A. The rates they pay are based on the service 
they can get within the local service area, and they 
are done in broad bands, and if Newport News falls within the 
band established by the Statewide rate procedure, then they 
would pay the rates necessary for that band. 
Q. Under the present set-up of the State Corporation Com-
mission, isn't it a fact that in certain areas of this State the 
rates are such that other areas of the State are bearing a part 
of that cosU 
A. I don't know that we could say that unqualifiedly, be-
cause we don't break down our cost operations and our other 
investments in that way. 
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Chairman Hooker: Mr. Nachman, you probably read in the 
newspaper a week or so ago that the V. A. L. C. has been 
studying that and said that it was the State policy. 
Mr. Nachman: I appreciate that it is a State policy, but 
what I want to show is that in certain cities, because of the 
Company's plan, they are forced to pay higher rates to take 
care of the suburban areas where the costs are 
page 39 ~ prohibitive; so that the people of Newport News 
State. 
are paying the higher rates of other people in the 
Chairman Hooker: That is true, because the V. A. L. C. 
has said that is correct. We had put on a mileage charge, 
and they said, in effect, that it should not be on. 
Mr. Nachman: 
Q. What do you pay in the City of Richmond as a franchise 
taxY 
Mr. Fletcher: I object to that. The amount paid in the 
City of Richmond is not a surcharge. 
Chairman Hooker: They are not asking to be released from 
franchise taxes. 
Mr. Barclay: While they are not asking to be released 
from it, they are paying it, and paying a large sum of money 
for the use of the streets; and when the cities place a large 
charge on the Company, they are unable to do it in any other 
way for the bonds and upkeep of the streets, and it 
page 40 ~ is the same as the franchise tax, and there is no 
reason why the people of Richmond should not pay 
their part for the use of the streets by the Company. 
Mr. Fletcher: The franchise is a matter of contract. 
Mr. Gray: If this petition was granted, as I understood 
the witness to say in answer to Judge Catterall-he asked if 
the franchise tax was to be included in these '' other exac-
tions,'' and he said he did not think so; and I understood that 
the petition would be amended to read, after the words "or 
exactions,'' '' not agreed to by the Company.'' · 
Chairman Hooker: That is correct. 
Mr. Gray: And it was amended prior to the beginning of 
the hearingY 
Chairman Hooker: Yes. 
Mr. Gray: The answer was that it was not included, and 
I wanted to clear that question up. 
Mr. Nachman: I t:µink another reason for the unreason-
ableness of this request and on all of the facts in connection 
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with the payment of the taxes is to say that just be-
page 41 ~ cause it is a voluntary agreement it ought not to 
be considered by the Commission in fixing rates to 
the people of Virginia, and that the Telephone Company will 
determine what taxes they will pay the cities ; because, if they 
want to have a franchise with a particular city, they will pay 
that tax without asking the subscribers of that particular city 
to pay it, but I would like to argue the matter when I can be 
heard. 
Chairman, Hooker: Go right ahead. 
Mr. Nachman: I say this is relevant testimony, because 
if it is not relevant, you are saying to the people of Virginia 
that the Telephone Company is the sole arbiter of what taxes 
are going to be paid by the subscriber and what taxes not paid 
by the subscriber. The reason for it is this, that they can go 
ahead if they choose, say, with the City of Newport News, 
and they can say ''We are not going to go ahead, 
page 42 ~ and you are not going to get any revenue from 
us,'' and then in another city they can say '' ,Ve are 
going to give them a franchise and make the people in the 
entire State pay it,'' but the subscribers in the entire State 
will not bear the cost, and I say that that is relevant testimony 
that should be brought in. 
Chairman Hooker: I think it will save time to let him go 
ahead and answer the question. 
Witness: What was the question¥ 
Mr. Nachman: Would you read the question, please, Mrs. 
Wootton1 
Note : Question read as follows : 
'' Q. What do you pay in the City of Richmond as a franchise 
tax1'' 
Mr. Fletcher: 
Q. Do you understand the question¥ Do you pay any 
-franchise tax in the City of Richmond f 
Mr. Nachman: I think this witness is able to take care 
of himself without the assistance of Counsel. 
Mr. Fletcher: There is a difference in payment 
page 43 ~ and franchise taxes. 
Witness : We pay $2000 to the City of Rich-
mond. I do not have the other :figures. I believe we pay a 
pole and conduit payment. 
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Mr. Fletcher: 
Q~ You are talking about taxes or similar exactions? 
A. Yes. 
Mr. Nachman: I thought I was examining the witness. 
Chairman Hooker: He is trying to clear it up for you. 
Mr. Nachman: 
Q. I asked you what franchise tax you pay the City of 
Richmond. 
A. I do not have that. 
Q. Do you have the Auditor of your Company here Y 
A. No. 
Commissioner Catterall: It might be well, if you have it, to 
give him the amount and see if he recalls it. 
p,age 44 } Mr. Fletcher: For what years do you have iU 
Mr. Nachman: I have it for the years 1950 and 
1951. This is the testimony of W. B. Thurston in the case 
against the City of Newport News that went to the Supreme 
Court of Appeals of Virginia, and he stated: 
'' The franchise payments for the same years for the same 
four cities are: 
''1950, Richmond, $159,585; Norfolk, $106,148; Portsmouth, 
$27,324; Roanoke, $46,616 ; and for the year 1951, Richmond, 
$165,580; Norfolk, $111,630; Portsmouth, $30,476; Roanoke, 
$48,979" 
and I would like for the witness to furnish the Commission 
what franchise payments were made for the years 
page 45 } 1952, 1953, 1954, and 1955. 
Chairman Hooker: Reserve Exhibit 5 for that. 
Commissioner Catterall; Would it meet your objection if 
the tariff provided that they were not going to upset any 
contracts previously voluntarily entered into, but that this 
filing would apply to any future franchise fees the Company 
entered into, and that would keep them from shopping around? 
Mr. Nachman: No, sir, we object to the application in any 
form. 
Commissioner Catterall: Would it not meet your objection 
in which you state that they could go to one city and say, "You 
are a nice city, and we won't tax you."? 
Mr. Nachman: No, I am objecting to this in any form. 
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Commissioner Catterall: Would not my suggestion meet 
that point, and that would keep the Company from shopping 
aroundY 
Mr. Nachman: There may be some cities that 
page 46 ~ have a perpetual franchise. I know what it is in the 
cities that have a franchise tax, but I don't know 
what it is in other cities that had their franchise prior to the 
adoption. 
Chairman Hooker: Any other questions of this witness¥ 
Mr. Nachman: 
Q. As I understand your testimony, sir, the amount of this 
tax now paid by the cities is very negligible so far as the rates 
are concerned Y 
A. I said in the direct testimony that the $67,000 involved 
in this hearing was practically negligible on the rate of re-
turn. 
Q. And, therefore, it is a moot question, isn't iU 
A. I don't understand you. 
CROSS EXAMINATION. 
By Mr. Gray: 
Q. As I remember, in the last hearing on the gross receipts 
taxes, was there not testimony that the total would be 
$87,000Y 
page 47 ~ A. That is correct. 
Q. The total of $87,000 and $67,000 on this tax 
makes a total of $154,000 passed on to the consumers Y 
A. Roughly. 
Q. And that does not reach the franchise tax paid all over 
the State of Virginia, the total paid by the flat tax an over 
the State of Virginia Y 
A. That is on the gross receipts taxes and on the license 
tax. 
Q. That does not even equal the 1950 City of Richmond 
franchise payment Y 
A. I am sorry, I can't give the City of Richmond franchise 
payment. I don't have it. 
Q. Do you think that is equitable Y 
A. I said that the effect on our net return would be prac-
tically negligible. It would be under two-tenths of one per 
cent. 
Q. That was the same testimony given in the previous case. 
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A. That was the same testimony given in our gToss receipts 
hearing. 
Q. Why do such "negligible" amounts bother 
page 48 ~ the Telephone Company Y 
. A. It is not this particular amount, but the po-
tentialities as to where it could go in the case of municipalities 
that have no limits on the amount of taxes they could impose, 
and if the privilege of these taxes was abused, it would have 
an effect on the Statewide level. 
Q. Don't your assumption presuppose that the municipali-
ties of the State of Virginia propose to abuse the power of 
taxation? 
A. I guess the thing to do is to look at what has happened, 
and up to 1950 there were relatively few places that were im-
posing such taxes in small amounts, and since 1950, up to the 
present time, that has just about doubled, the number of 
places, and it is a tendency that causes us deep concern, the 
principle and potential danger rather than the particular 
amount at this time. 
Q. Over the five-year period it still amounts to a minimus 
amount, that is 'negligible," I believe you said Y 
A. That is correct, but still that is the trend. The first of 
these taxes was imposed in 1910, and up to 1920 
page 49 ~ there were only seven places that were imposing 
these gross receipts taxes. 
Q. Are you familiar with the voluntary contracts of these 
municipalities entered into previous to 19507 
A. The franchise and contracts Y 
Q. Yes. 
A. I am not thoroughly familiar with them, but we have 
negotiated better than seventy franchises since 1935, and none 
of those have included any annual payment. 
Q. Was that when the Richmond contract was consum-
mated? 
A. It may have been. 
Q. When did you start negotiating contracts with cities on 
a gross receipts basis Y 
A. I don't know that I can answer that question. 
Commissioner Catterall: Could you file an exhibit showing 
all existing voluntary franchise agreements, together with 
their expiration dates T 
A. Yes, sir, we could. 
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page 50 ~ Mr. Barclay: I imagine that would include what 
was paid on the previous franchise, in order to com-
pare it with what was paid afterwards Y 
Mr. Fletcher: I am not entirely clear as to exactly what is 
wanted, Judge Catterall. 
Commissioner Catterall: I would like an exhibit showing 
all existing franchise agreements of the kind excluded by Rule 
26; all of those now in existence, and their expiration dates. 
Mr. Fletcher: Only those that contain the requirement that 
the Company make some payment to the city? 
Commissioner Catterall: Yes, and the amount of payment 
to the city and the expiration date. 
Chairman Hooker : Reserve Exhibit No. 6 for that. 
Mr. Barclay: I have a point on this, gentlemen. At one 
time the Telephone Company was paying the cities 
page 51 ~ a franchise tax under the Franchise Law, but when 
they <ieased to incorporate that into the contracts, 
then the communities began to levy this other tax to take care 
of it, and we have to bear in mind that this concern is a mon-
opoly, and the Commission should take judicial notice of that. 
Commissioner Catterall: They used to make payments to 
get franchises, and as I understand it now, they no longer do 
that. 
Mr. Barclay: They will not pay on a franchise. The con-
tract has a clause in it, and they will not do that; at least, I 
was told that. 
Commissioner Oatterall: Is there any dispute about that Y 
Witness : It has not been done for the past twenty years. 
Commissioner Catterall: 
Q. Can the witness state what the Company's policy is in 
regard to that Y 
A. The policy of the Company is that we do not 
page 52 ~ negotiate franchises with payments. 
By Mr. Gray: -~ 
Q. Were you at the Council meeting of the City of Hamp-
ton when they met on December 7, 19557 
A. No. 
Q. I notice you made some statements as to what was stated 
there. Do you have a certified· copy of the minutes of that 
meeting? · 
A. No, I don't think so. I had a representative there. 
Q. You don't know of it of your owri knowledge Y 
A. No. 
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Mr. Gray: I would like to have everything he said about 
the Hampton meeting stricken from the record. 
Chairman Hooker: You had better have the man here to 
testify that was present. 
Mr. Gray: And I make the same motion as to the reference 
he made to the City Ordinance of Hampton. 
Mr. Fletcher: Do you controvert the statementsY 
page 53 } Mr. Gray: I would like to have the rules of law 
applied here today and have all of that stricken 
as to the Ordinance and the· statement about the Council. 
Chairman Hooker: The motion is granted, and that will be 
stricken from the record. 
Mr. Gray: 
Q. You state that "insofar as practicable, any such tax or 
exaction," and that has been amended to read, after "exac-
tion," "not agreed to by the Company"Y 
-A. I believe so. 
Q. What do you mean by "insofar as practicable"Y Who 
is to judge thaU 
A. It was not thought when the amount to be billed under 
this tariff would be less than one cent per month on the mini-
mum customers' bill for this service that it would be prac-
ticable to bill them for that. · 
Q. Is that specified anywhere Y 
A. No, it is shown on Exhibit 3 that these were the places 
where it would amount to more than one cent. 
Q. You are the General Commercial Manager of 
page 54 } the Telephone Company in the State of Virginia, 
are you notY 
A. Yes. 
Q. As I understand, this tax or any exactions are to be 
imposed on the customers of any telephone service Y 
A. To the subscriber of any local exchange service in the 
particular subdivision imposing the tax. 
. Q. I don't know about the other cities, but don't you derive 
some revenue from the sale of advertisement in the yellow 
pages in Hampton Y 
A. Yes. 
Q. How about the sales of telephone equipment, don't you 
get some money from thaU 
A. I think most of our telephone equipment is rented. 
Q. How is that tax passed on to the individuaU 
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Mr. Fletcher: What tax are you referring tot 
Mr. Gray: The tax yoU' are asking to be passed on to the 
individual, the merchants' license tax of the City of Hampton. 
I suppose you propose that to be passed on¥ 
page 55 ~ Mr. Fletcher: The witness can answer if he can. 
understand it. I certainly don't understand the · 
question. 
Witness: I don't understand it, either. 
Mr. Gray: I will rephrase that. 
Q. The people who rent telephone equipment, do you charge 
them for this taxt 
A. All of our equipment is on a rental basis. 
Q. Do you impose a percentage of the gross receipts tax 
on this rental equipment; do you propose to impose it on this 
rented equipment¥ 
A. This proposal is to add the percentage of the tax on the 
local telephone users, based on the bills which they receive 
for that telephone service. 
Commissioner Catterall: Excluding all toll charges! 
A. Excluding all toll charges. 
Mr. Gray: 
Q. What I want to find out is if you derive a revenue from 
other sources than from the subscriptions T 
A. Yes. 
Q. Do you apply the surcharge, or how do you 
page 56 ~ get the revenue 1 
A. No. 
Q. Don't you think it inequitable that your are deriving a 
revenue from one source as well as from the subscriber of the 
Telephone Company! 
A. I have been advised by my attorney that the revenue 
derived from the directory charges are not charges in this 
proceeding. 
Q. You are asking that the taxes of the City of Hampton 
be passed to the consumers 1 
A. The license taxes imposed by Hampton. 
Q. Isn't the sale of equipment in the City of Hampton a 
part of your business 1 
A. Yes, sir, but I don't believe we sell any equipment. 
Q. You do sell the space in your telephone book called the 
"yellow pages"? 
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A. Yes. 
Q. And you make a profit off the rental of your equipment, 
do you notY 
A. That is what is on the telephone bill. : 
Q. The cost of the yellow page advertisement is 
page 57 ~ on the telephone bill Y 
.A. I don't know. 
Q. You bill them monthly, do you noU 
A. Very probably. . 
Q. Is the surcharge applied to those amounts on that bill 7 
A. To the direct revenue. 
Q. Is the surcharge applied to the directory revenue? 
A. It is not. 
Q. Have -you any idea how much revenue is derived from 
your directory advertising? 
A. I have never considered directory advertising as part 
of this hearing, and I have no idea on the matter. 
Q. You say this rental of equipment, like a switchboard, like 
you have in the City Hall, you have switchboard rental equip-
ment, and that rent is $300 per month. Would you apply this 
surcharge to that $300 per month or on each individual tele-
phone off of that Y 
A. You would apply it to the total bill. 
Q. No matter what the total bill isY 
A. That is correct, so long as it is local exchange 
page 58 ~ equipment. If there were long distance lines in 
there, there would be no charge on that. 
Q. And the Telephone Company is supplying service on 
thes.e wire telephones, or are they rented, too Y 
A. That is a flat charge paid for the installation and privi-
lege of those. That would not be billed. 
Q. That would not come within the surchargeY 
A. No, sir. 
CROSS EXAMINATION. 
By Mr. Baker: · 
Q. I want to read you a provision from the License Tax 
Ordinance for the City of Norfolk, and this is the License Tax 
Ordinance beginning May 1, 1948 and ending May 30, 1949, 
and also for each and every year beginning thereafter, begin-
ning in May of each year. This has not been rescinded. 
"Section 54, Telephone Companies: 
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'' Any telephone company or person furnishing telephones 
and doing the business of furnishing communication for con-
versation between two points, both of which are 
page 59 r within the City of Norfolk and not including any 
business done for this State or the United States 
or their officers or agents, shall pay a license tax of $1000 per 
year or part of a year, and $1.50 for each pole within the City 
limits owned or used by such company or persons, and $1.00 
for every foot of conduits in the streets of Norfolk owned or 
used by such company or persons.'' 
You are familiar with that particular ordinance of the City 
of Norfolk, are you not? 
A. Partially. 
Q. Do you know whether there has been any change in that 
ordinance up to this date in the City of Norfolk? 
A. I do not. 
Q. Do you know whether any check has been made to see 
whether the City of Norfolk has made any change in its pro-
cess of taxing for telephone companies or not? 
A. Our local people keep up with changes in ordi-
page 60 r nances which affect us. 
Q. Have they kept up with the changes in the 
ordinance so far as the Citv of Norfolk is concerned? 
A. To my knowledge, they have. 
Q. Have they informed you of any change in the City of 
Norfolk so far as the ordinance is concerned? 
A. I believe not. 
Q. Then, this ordinance is the ordinance of the City of 
Norfolk so far as the Telephone Company is concerned, in the 
City of Norfolk? 
A. I would say so. 
Q. So that the City .of Norfolk has not done these things 
that the City of Newport News, Poquoson, or Hampton, to 
which you have referred, have done 1 
A. What was thaU 
Q. The City of Norfolk has not indicated that they will do 
any such things as these other communities have done? 
A. That is correct. 
Q. You are not here today seeking a rate increase? 
A. That is correct. 
page 61 r Q. All the taxes charged by the City of Norfolk 
were computed in the last Chesapeake and Potomac 
rate hearing as one of your legitimate operating expenses, 
were they not? 
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A. Yes. 
Q. So there has not been any change in the City of Norfolk 
in the telephone laws, there has been no change in the City 
of Norfolk in regard thereto T 
A. So far as I know, there has not. 
Q. Tell me what this increase is, this 0.31 opposite the City 
of Norfolk? 
A. That would be the tax involved in the $1000 you talked 
about. 
Q. But you have already figured thaU 
A. Yes, and the poles and conduits. 
Q. But you have already figured that out. 
A. That is true, and when it is added up, it is negligible. 
Q. But we have not changed the ordinance in the City of 
Norfolk one iota, yet we are getting a rate increase. 
A. I would not say it will be an increase in your 
page 62 ~ rate. 
Q. It will cost me more in the City of Norfolk 
for my telephone when the law has not changed. 
A. That is correct. 
Mr. Elliott: I think it is important to get into the record 
just exactly what the amended tariff is, and as I took it down, 
there would be added after the word "exactions" "not ap-
proved by the Company.'' 
Commissioner Catterall: And I think that filing says "not 
excluding toll charges." 
Chairman Hooker: The Commission feels it would be wise 
when we pass on this matter to clarify these different matters 
as we deem wise. 
CROSS EXAMINATION. 
By Mr. Gray: . 
Q. I would like to ask another question to clear up some-
thing. By '' any other exactions'' do you mean to imply that 
when the City of Hampton requires you to pay a $5 fee when 
you cut into our streets, you would add those up and apply the 
percentage to the monthly bill? 
A. I do not think so. 
Q. You would have to decide that. You would 
page 63 ~ have to decide it in your proposal here. 
A. It was not contemplated that that type of 
thing would be put in. That is under some other category 
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Q. Suppose we could figure out how many cuts you made in 
our streets every year and we felt that we could get our tax 
in that way, then would it be applicable t 
A. I think it would be inapplicable. 
Q. But it is the intention of the Telephone Company not to 
include it in such exactions 1 
A. The intention is to ·include taxes or similar exactions. 
·Q. You do not think that is an exaction~ 
A. I think it could possibly become so. 
Q. At what level does it become so, 
.A.. I don't believe I could answer that. 
Q. There was one reference in regard to the revenues you 
derive. Don't you and the Virginia Electric and Power Com-
pany have a set-up where you rent poles back and forth t 
A. We rent space on poles. 
Q. Would that surcharge be charged back to the 
page 64 ~ bills, 
A. That is a phase I had not considered. 
Q. You agree to pay the taxes, and you can leave the city 
if you don't want to pay them, 
A. Yes. 
Q. Then you don't pay them under protest f 
A. No, sir. 
By Mr. Baker: 
Q. Mr. Bowles, under 26, your General Expense Tariff Ex-
hibit 1, you say "insofar as practicable, any such tax or exac-
tion that is presently or hereafter so imposed will be billed on 
a pro :rata basis." Does that mean on the bill, itself, so much 
for telephone, so much for Federal tax, and so much other 
taxes will be shown; would that all be spelled out¥ 
A. That would be included in the '' Other Taxes'' on the 
bill. 
Q. In the City of Norfolk, would it show on the bill f 
A. You would show the total amount on the bill and the 
taxes in a separate item. 
Q. What taxes would show on that bill, Let's 
page 65 ~ take a hypothetical figure. It costs, say, $5 a month 
for the telephone, and a certain amount for Federal 
taxes. 
A. It would not be broken down on the bill. 
Q. So, in the City of Norfolk, where there has ·been no 
change in the tax, if you pass that 0.31 on, it would not show 
as a tax7 
A. It would show as a tax, but not separated by itself. 
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Q. How would it be shown? 
A. You have some taxes, Federal taxes, and most utility 
taxes. 
Q. And that is the tax on the subscriber? 
A. Yes. 
Q. Would that be separated on the bill Y 
A. No. 
Q. Would not the effect of that be, to the subscriber, to show 
that the City of Norfolk had raised taxes? · 
A. The effect would be that the subscriber would know 
nothing about it. 
Q. Would not the effect be that the subscriber would pick 
up the bill and say, ''The City has imposed another 
page 66 ~ tax on me.''? 
A. I think it would be possible to arrive at that 
conclusion. 
Q. Could you arrive at any other conclusion Y 
A. I admit that that conclusion could be arrived at. 
Q. Any subscriber that picked it up and saw that last month 
it showed ten cents of tax, and this month it showed fourteen 
cents of tax, they would say '' The City has increased my 
taxes.'' 
A. That could happen. 
Mr. Barclay: 
Q. I would like to ask you-
11 :30 A. M. Chairman Hooker: Mr. Barclay, we will take 
a ten minute recess at this point. 
11 :40 A. M. The Commission resumes its hearing. 
Chairman Hooker: All right, Mr. Barclay. 
Mr. Barclay: 
Q. I would like to ask the witness one question. My under-
standing is that the schedule that has been filed states that 
they want to pass on to the subscriber the tax now 
page 67 ~ levied or proposed to be levied. For instance, the 
City of Norfolk tax was paid in January and the 
City of Portsmouth tax in May, and practically all of the 
cities have it the first of the year. Do you propose to date 
that back? 
A. v\T e would make it effective as soon as the Commission 
had passed on it. 
Q. Would you return to the subscriber the amount hereto-
fore paid to the community; for instance, you paid the City of 
Portsmouth the amount of $4,600 in May-
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Chairman Hooker: We can answer that for you. He could 
not make it retroactive. 
Mr. G,ray: If this is passed upon favorably by the Com-
mission by January 1, they would not apply it until 1956? 
Chairman Hooker: It would be for the future. 
Mr. Fletcher: It would be the tax for 1956¥ 
Mr. Gray: Yes. 
Mr. Fletcher: I don't believe there is anything said about 
the time, 
Chairman Hooker: We would not make a rate 
page 68 ~ effective, if we approve this tariff, we would not 
make it so you could recoup anything. It would be 
effective as of the date of :filing. 
Mr. Gray: The billing is due January 1. 
Chairman Hooker: For the year 1955? 
Mr. Gray: For the year 1956. 
Chairman Hooker: In 1956? 
Mr. Gray: And they will prorate it¥ 
Chairman Hooker: Yes. 
CROSS EXAMINATION. 
By Mr. Nachman: 
Q. Isn't it true, Mr. Bowles, that that application, in effect, 
means that the Telephone Company would not pay any license 
tax to any municipality in the State of Virginia? 
A. No, sir. 
Q. You say the subscribers will have to pay it. 
A. It would be added to the subscribers' bills. 
Q. Then, the Company would not pay it. 
A. Mr. Nachman, all of the Telephone Company's revenue 
comes from its customers. It has no other source of revenue. 
Q. Isn't the effect of this application that no 
page 69 ~ municipalities in the State of Virginia would be 
capable of putting a tax on the Telephone Com-
pany, and the effect would be that it would be on the sub-
scriber? 
A.. Try that again. 
Q. All right. If this application is granted by the Commis-
sion, the effect is that the subscriber pays the license tax to 
allow the Company to do business in the State of Virginia. 
A. The subscribers pay all of our operating expenses. 
Q. But the Legislature has stated that the cities have the 
right to impose a tax upon your Company. 
A. Yes. 
Q. But the effect is that you are not paying it. 
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Commissioner Catterall: You brought out earlier in the 
day that the rate schedules are so fixed that all taxes are 
paid by the subscriber. 
Mr. Nachman: That is true, but what they are doing now, 
they want to change the system as it was heretofore. They 
have paid that tax themselves and presented it to 
page 70} the Commission as a basis for determining the rate 
charges to the subscribers. 
Commissioner Catterall: The only difference is that they 
are seeking to make different subscribers pay the rate than,, 
paid it before. 
Mr. Nachman: That is correct. 
Commissioner Catterall: It comes out of a different group. 
Mr. Nachman: Yes. 
Commissioner Catterall: And you think that is a change in 
the ratesY 
Mr. Nachman: And this is not a rate case. 
Commissioner Catterall: This is a de minimus matter 
that does not affect the rate of return. 
Mr. Nachman: If this is a de minimus matter, does the 
Commission have a right to decide moot questions Y 
Commissioner Catterall: It is not moot. It is something 
the Company is seeking in its rate base. 
page 71 } Mr. Nachman: You mean seeking something be-
fore any damage is done to them Y 
Commissioner Catterall: That is what it amounts to. 
Mr. Nachman: Does the Commission have any authority to 
grant thisY 
Commissioner Catterall : It is the same question as the 
previous question, as far as the de minimus matter is con-
cerned. 
Mr. Nachman: We are raising the question that where it 
is de minim;us, we take the position that the Commission has 
no judicial power to make that change. 
Mr. Fletcher: I believe the witness explained the Com-
pany's position as to why we felt it was necessary to do this 
at this time. 
Chairman Hooker: Mr. Hen,ing, do you wish to ask any 
questions? 
Mr. Hening: No. 
Chairman Hooker: Mr. Flory, do you have any 
page 72 } questions Y • 
Mr. Flory: No, sir. 
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RE-DIRECT EXAMINATION. 
Bv Mr. Fletcher: 
0 Q. Mr. Grey examined you as to how you intended to put 
this surcharge on the customers' bills. Do you recall that, 
Mr. Bowles! i \: : 
A. Yes. 
Q. If it is desirable to show this surcharge as a separate 
item on the customers' bills so they know exactly why it is 
they are paying the additional amount, could that be done 1 
A. It could be done, with a notation on the back of the bill 
as to why the charge is there and what it is. 
Q. Would the Company be willing to do that t 
A. Yes, sir. 
Witness stood aside. 
Mr. Fletcher: That is all the evidence the Company has. 
Mr. Gray : I would like to make a motion. 
Chairman Hooker: Just a moment. There is another gen-
tleman who wishes to testify. 
page 73 ~ Mr. G,ray: Is this part of the Telephone Com-
pany's case, or noU 
Chairman Hooker: I don't know until I hear him. 
Mr. Gray: I wish to make a motion to dismiss this case 
before he goes ahead. 
Chairman Hooker: That is denied. 
page 7 4 ~ ALDEN E. FLORY, 
a witness introduced in his own behalf, being first 
duly sworn, testified as follows : 
My name is Alden E. Flory, and I am Director of Insurance 
of the Virginia Farm Bureau Federation, an organization that 
counts among its paid membership over 14,000 Virginia farm 
families. In addition, I am authorized to speak on this issue 
by the Virginia Argicultural Conference Board, which in-
cludes among its member organizations not only the Virginia 
Farm Bureau and the Grange, but also the State Horticulhu:al 
Society, the Virginia Potato and Vegetable Growers, the State 
Poultry Federation, and many others, having altogether a 
combined membership of over one hundred thousand members. 
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On April 26 of this year we appeared before the Commis-
sion in support of the C. & P. Telephone Company in it-s 
efforts to maintain the right to pass directly on to its sub-
scribers in any given political subdivision of the state the 
subscriber's pro rata share of any special taxes levied against 
the company by the governing body of any such political sub-
division. 
page 75 ~ At that time we pointed out to the Commission 
that a telephone is no longer a luxury-it is for a 
great many people, particularly those in relatively isolated 
rural communities, an absolute necessity. 
We pointed out at that time, that public utilities perform-
ing a vital and useful service should not be forced into be-
coming collectors of concealed taxes for government at any 
level. 
vVe thought then, and we still think, that citizens should at 
all times be in a position to accurately appraise the cost and 
the value both of telephone service and the services rendered 
by government. We thought then; and we still think, that 
efforts to hide from the citizen the true cost of government 
by forcing public utilities to become the collectors of taxes 
camouflaged as something else is a thoroughly reprehensible 
thing. · 
We suggested to the Commission at the time of our last 
appearance that any attempt by the counties, cities, and towns 
to force the C. & P. Telephone Company to absorb special 
local tax assessments was nothing more than an effort on their. 
part to shift the burden of local taxes onto the 
page 76 ~ backs of those who derive no benefits therefrom. 
Furthermore, those who were forced to share the 
added tax burden would have no voice in determining the size 
of the local assessment; hence, we have here in the matter 
before the Court the essence of '' taxation without representa~ 
tion.'' 
We should like to point out that under the provisions of the. 
State Constitution and laws enacted by the General Assembly 
of Virginia, this Commission, and it alone, has the authority 
and the responsibility for fixing rates which may be charged 
by public service corporations, including telephone companies. 
It can neither delegate, share, nor avoid its clear responsibility 
under law to protect the interests of the people of the State 
in all matters such as the issue now before the Court. 
If the governing body of Newport News or that of any other 
political subdivision of the State is permitted to levy taxes at 
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will on such corporatio~s and the taxes thus levied are re-
quired to be absorbed by the users of the service throughout 
its operating territory, then we may confidently expect that a 
rat race will develop among the counties, cities, and 
page 77 ~ towns to see which can be most successful in buck-
passing the largest possible portion of their tax 
burdens onto the backs of those who derive no benefits. State-
wide participation in this would be necessary as a means of 
self-defense. 
Should the Commission permit this development, then it 
will have lost, through the back door, any real control over 
rates and will no longer be in a position to discharge its clear 
Constitutional and legislative obligations to the users of the 
-service. Under such a setup any pretense of guaranteeing 
fair, reasonable, and equitable rates would be a sham and a 
mockery. 
To avoid the inevitable chaos and confusion that would arise 
as a consequence, we urge that the Commission not surrender 
to any group its power to maintain utility rates which are 
fair and reasonable to all subscribers. 
Specifically, we recommend the approval of the proposed 
amendment to the C. & P. General Exchange Tariff, S. C. C. 
-Va.-No. 1, u~der which the Company would be permitted to 
bill to its exchange customers in any political subdivision of 
the State their pro rata share of any special taxes 
page 78 ~ levied or collected from the Company by such poli....-
tical subdivision. 
Mr. Barclay: I would like to ask him a question. 
Chairman Hooker: All right, Mr. Barclay. 
CROSS EXAMINATION. 
By Mr. Barclay: 
Q. You say you do not approve of any hidden taxes or taxes 
in which the people who in the ultimate end have to pay them 
do not know what they are. Would you apply that to the 
license taxes paid by the Ford Company, department stores, 
and merchants in the City of Richmond Y 
A. They do it in their private store. 
Q. Do they show it on their bills Y . 
A. They may, if you wish them to. 
Q. You mean they add the taxes in as part of their operating 
expenses and add that to the price of the goods Y 
A. There is nothing to keep them from doing that. 
Q. Do you think it is wrong to do that? 
City of Newport News, v. The C. and P. Telephone Co. 39 
Alden E. Flory. 
A. I think it is wrong to hide any tax from the 
page 79 } public. 
Q. You also said that the Telephone Company re-
ceived no benefits from the cities. 
A. I did not say that. 
Q. I ask you if we don't have to furnish them fire protec-
tion and other protections, and if a pole catches on fire, don't 
we have to put it out? 
A. Yes, but I did not say that, what you said I said. 
Q. What did you say? 
A. I said that the people in Augusta County got no benefit 
from the taxes imposed in Montgomery County. 
Q. Do you know whether they have any subscribers in a 
cooperative in that community? 
A. Yes. 
Q. Do you know that the Chesapeake and Potomac Tele-
phone Company refused to furnish them the service and they 
got the cooperative to do so? 
A. I know the story about the cooperative. 
·Q. You say there should be no taxation without 
page 80 } representation? 
A. Yes. 
Q. Don't you think the employees of the Chesapeake and 
Potomac Telephone Company citizens of the State of Vir-
ginia? 
A. Yes, sir. 
Q. Don't you assume that they have a vote, the same as I 
do? 
A. You said State, not the city, and they don't have. any 
vote as to the local people, and they are assessed by these 
cities. 
CROSS EXAMINATION. 
By Mr. Baker: 
· Q. If the City of Norfolk furnished fire protection to the 
County of Princess Anne, do you. mean to say that the citizens 
of Princess Anne would not derive any benefit from that? 
A. They would derive some benefit from that. 
Q. The taxes under this filing would not only apply to thei 
City of Norfolk, but to Princess Anne County. 
A. If you carry it that far, you could say that the taxes in 
Moscow would have an effect on Princess Anne. 
page 81 } Q. Is the answer to my question yes or no? 
A. With that same similarity of comparison, they 
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might get some benefit, but it would be a very remote benefit. 
Q. Could the County of Princess Anne have an exchange 
except for the exchange in Norfolk! 
A. Yes, they have an exchange in Princess Anne County. 
Q. Do they get it for the same rates? 
A. Yes. 
· CROSS EXAMINATION. 
By Mr. Nachman: . 
Q. Are you familiar with the case of The Chesapeake and 
Potomac Telephone Company against the City of Newport 
NewsY 
A. Yes, I have heard of it. 
Q. Are you a lawyer? 
A. Yes. 
Q. Have you ever read it°l 
A. Not recently. 
Q. Have you ever read it Y 
A. Yes. 
page 82 ~ Q. Are you critical of the Supreme Court in 
their decision there Y 
A. I n,ever criticize the Supreme Court. 
Q. They have stated that the cities have the right to tax 
the Company. 
A. I agree with them. 
Q. And has not the Legislature given them the right to do 
ilY . 
A. Yes. 
Q. And you are anxious to reverse the decision of the 
Supreme Court and nullify the laws of the State of Virginia 1 
Mr. Fletcher: I object to that. 
Witness : I will answer it. 
Mr. Fletcher: The question is ridiculous on its face. 
Mr. Baker: So is the witness. 
Chairman Hooker: He said he would answer it. Go ahead. 
A. I don't mind being ridiculed as a witness. I feel as 
as farmers of the State of Virginia we have an absolute right 
to intercede in a case before the State Corporation 
page 83 ~ Co~ission, who has ~he ~~le juris!lictfon over the 
marntenance of a public utility and its rates; and as 
a representative of those.farmers, to be publicly criticized as 
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ridiculous I think does not :fit very well with the dignity of 
certain members of Counsel. However, the inference that, 
as a member of the Bar of the State of Virginia and repre-
senting the farmers of Virginia, I am now making an uprising 
against the laws of Virginia and the Supreme Court of Vir-
ginia, is ridiculous as it can be. My arguments are within 
the jurisdiction of the Court and the Supreme Court of Ap-
peals. This is a case where the cities have a right to tax, and 
we will have that, but we will also have those citizens who de-
rive the benefits from those taxes levied to pay the taxes and 
know the taxes are levied and know how much they are pay-
ing; and that is our position here. 
Witness stood aside. 
Chairman Hooker : Does anyone else wish to testify Y 
Mr. Nachman: I would like the Commission to give us a 
short opportunity to confer. 
page 84 ~ Chairman Hooker: You may go in Counsel's 
office. Mr. Elliott is in the Court Room. 
Note: Counsel for Objectors retire to Mr. Elliott's office, 
and upon their return : 
Mr. Nachman: I would like to recall Mr. Bowles for one 
question. 
WILLIAM C. BOWLES, 
being recalled for further examination, testified as follows: 
RE-CROSS EXAMINATION. 
Bv Mr. Nachman: 
·Q. Do you, of your own knowledge, know whether any other 
State Corporation Commission in, this country or similar 
bodies with similar functions to those of this Commission, 
have they ever approved a tariff regulation such as is sug-
gested here this morning? 
Mr. Fletcher: I object to that. We can cover that question 
in briefs. 
Chairman Hooker: Yes, but he can say if he knows of his 
own knowledge. 
A. I have not read any. There is one similar case. 
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pag·e 85 ~ Mr. Nachman: 
Q. Where is that? 
A. Utah. 
Q. Is that the only state in the Union that has a similar 
provision? 
A. I don't know that I am qualified to answer that. 
Q. You know something about it. Is that not one of your 
duties? 
A. I happen to know about the Utah case. 
Q. When was the hearing held in the Utah case ? 
A. I don't know the date. 
Q. What did they hold in that case? 
A. That this subject principally-I would like to disqualify 
myself, in that I don't know. I know the general outlines, 
but I don't know the details. 
Q. Was it on the gross receipts and license taxes? 
A. I would rather n,ot answer. 
Chairman Hooker: I think Judge Catterall referred to the 
Utah case in his opinion that he wrote. 
Commissioner Catterall: I remember in one 
page 86 r case, and there were a great many of those cases 
I read, but in one case they made them give a pro 
rata value to the street car tokens for the police protection. 
Witness stood aside. 
page 87 r I. G. VASS, 
a witness introduced on behalf of Objectors, being 
first duly sworn, testified as follows: 
DIRECT EXAMINATION. 
By Mr. Baker: 
Q. Will you give the Commission you name, please? 
A. I. G. Vass, City Manager, City of Portsmouth. 
Q. How long have you been City Manager of the City of 
Portsmouth? 
A. Since October 1, 1949. 
Q. How long in the city manager business? 
A. I have been a manager since 1922. I have been con-
nected with the cities as clerk or treasurer since 1918. 
Q. You want to make a statement, I believe, to the Com-
mission on this application as to what it means to the City 
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of Portsmouth, as well as other cities where we have service 
from the Telephone Company Y 
A. We furnish in the city streets to the utility a strip or 
parcel of land averaging about 5 feet in width from 
page 88 ~ which we get no benefit as a mode of transportation 
either the conduit under the ground or poles above, 
the ground, and when necessary to widen the streets, we are 
finding it necessary, and the City of P.ortsmouth has spent 
over $200,000 to widen the streets, and we have had to pay 
additional money due to the fact that we have the pole lines 
in our streets. We get no revenue from that, and the only 
revenue we get is from this pole line and conduit tax. It is 
a considerable item today, and the rural communities do not 
have that. They have that free. 
We did not object to furnishing that free as long as they 
paid a franchise fee, but they refused to include the percent-
age with the franchise in the City of Portsmouth, so we have 
no way of reimbursing the City or relieving·the City of the 
taxpayers' burden for the Telephone Company other than 
through this tax item. It is true that in the City of Ports-
mouth, and I don't know whether it is true elsewhere, that 
the soil is sandy and loamy, and although they pay us for cuts 
in the street, I am confident it will cost the City twice as much 
where those cuts have been made because they have 
page 89 ~ to be repaired time and time again, and those addi-
tional expenses, which are very seldom thought of, 
the City has to bear, and they are matters for which we have to 
get the money somewhere, if not from the City, it has to come; 
from the companies or the people. 
Q. Actually, some of these rights of way lead to the county, 
where the telephone poles go into the county, do they not? 
A. All of them eventually lead into the counties. They 
do in the City of Portsmouth, because the central office from 
which the messages are sent is located in the city, and all of 
the area beyond the City limits is served by that. In the case 
of Portsmouth, we have possibly 50,000 people in Norfolk 
County that receive their messages from the Portsmouth ex-
change, and they have that same situation in every other city. 
Q. And the same situation exists in Norfolk and the area 
on that side? 
A. I know it does with Norfolk, because I am familiar with 
that. 
Q. Actually, the Nirginia Electric and Power Company have 
poles also, do they not? 
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page 90 ~ A. Yes. 
Q. You are not contending that it is strictly for 
the Telephone. Company! 
A. I think I qualified that by saying ''utilities.'' 
Q. The City also puts fire plugs in that area, does it not t 
A. Yes. 
Q. But, as you say, this is not solely for the use of the Tele-
phone Company, and there are others that derive some bene-
fit from those t 
A. Yes, and the Power Company gives us some lights on 
those streets that do protect us. 
Q. You get from the Power Company some lighting t 
A. Yes. 
Q. And from the Telephone Company you get some tele-
phones! . 
A. Yes. . · 
Q. How many telephones t 
A. We get the·equivalent of somewhere in the neighborhood 
of fifty. It is not specified the amount of tele-
page 91 ~ phones, but about that many. 
Chairman Hog~er: Is that the general practice throughout 
the State! · 
A. I think so. 
Q. You mean you get fifty free telephones t 
A. Yes. 
Q. Is that in the City, or intrastate and toll, toot 
A. No, we don't get any free toll; it is just within the city 
limits. 
Q. Just within the City limits t 
A. In Portsmouth we are different, because our offices are 
spread out because we don't have one building large enough 
to take care of all of them, and that is the reason the Tele-
phone Company has given us these telephones, so we can go 
to each department. . 
Mr. Baker: 
Q. Does that offset the additional cost you estimate the 
City of Portsmouth incurs in widening the streets and ob-
taining more land t 
A. No, sir. 
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page 92 ~ By Mr. Barclay: 
Q. Mr. Vass, does the State Highway Depart-
ment now permit utility companies to put the poles and facili-
ties in the highways any longer Y 
A. I have not had a specific case, Mr. Barclay, but I under-
stand there are a number of cases where they do not permit 
it or don't use it. When you get into the county roads with 
the curves in the roads and things of that kind, the Telephone 
Company and the Virginia Electric and Power Company don't 
like to use the curves in the roads, but they like to have their 
lines straight; and I have been told that the Power Company 
and the Telephone Company were not permitted in an ·cases 
to use the right of way. 
Q. Do you know whether they have to buy their rights of 
way in the counties Y 
A. I would judge so. I don't know of any farmer who 
gives you anything. We have had to lay water lines, and I 
know that to be a fact. 
Q. Do you know, of your own knowledge, whether the Tele-
phone Company pays for the rights of wayY 
A. No, sir, I do not. 
page 93 ~ Commissioner Catterall: What was the total 
budget of the City of Portsmouth last year T 
A. Our budget is broken down into three parts, Water De-
partment, Sewage Treatment, and General Government. 
Q. What was the General GovernmenU 
A. The General Government was approximately four and 
a half to five million dollars. 
Q. If Portsmouth could put a flat license fee of $30,000, 
they could run this up to seven million dollars, could they not Y 
A. Well, sir, that might be true, but we are going on the 
principle that in this State of Virginia of ours, we try to 
be equitable on these things. If we want to go that way, I 
would like to point out another thing. The State Corporation 
Commission assesses properties in the cities, and I have lived 
in a county where the county assessed property at 10 per 
cent of its value and in other counties where they assessed it 
at 25 per cent, and in the City of Portsmouth we try to stay in 
line with the State Corporation Commission and 
page 94 ~ assess it at 40 per cent in order to equalize the 
taxes, and in so doing, it puts a burden on the cities 
in not being able to secure as high a rating in the bond market 
because the law does not let us assess at 60 per cent instead 
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of 40 per cent; and it has not enabled us to get as low a rate 
as we would otherwise have gotten. Although this has noth-
ing to do with this case, I just wanted to try to state that the 
city tries to equalize taxes, and it is a question of principle. 
In answering your question, again, if the Telephone Com-
pany is permitted to charge this back to the consumer, they 
might just as well charge the real estate taxes back to the 
subscriber. 
Commissioner Catterall: The amount of the real estate tax 
is limited, but the fact is that the people who pay the tax 
elect the representatives who impose it. That principle of 
government does not become operative when the people who 
pay the taxes have representatives who have no vote in levying 
the tax. That is what differentiates it from the other taxes. 
page 95 ~ A. Then, using that principle, should not that 
principle be applied in making rates 1 If we want 
to tax at a higher rate in Portsmouth, then should not every-
thing be taken into consideration, the fact that we have to 
operate on ten square miles of land with 100,000 people in-
stead of spreading the general rate throughout the entire 
State1 We may have a higher rate in Portsmouth and some 
other places a smaller amount, but that has been charged into 
the rate structure, and if this is charged back to the sub-
scriber, he is paying that twice. He is having it applied with-
out his knowledge. I know that, because the gentleman did 
not know whether it was put on the bill or not. The sur-
charge is put on my bill to me. 
Chairman Hooker: You may stand aside. 
Witness stood aside. 
Mr. Gray: I did not make any opening statement because 
I did not know what they were asking for, and I still don't 
know. I think in the petition they should come in and tell 
the Corporation Commission just what they want. They 
come in and say they want us to pay the license tax, 
page 96 ~ ''insofar as practicable, any such tax or exaction 
that is presently or may hereafter be so imposed 
will be billed on a pro rata basis by the Company to its ex-
change customers within the political subdivision imposing 
it." 
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I asked Mr. Bowles about that, and he said it would not be 
so much as a penny, and he did not know the exact amount, 
and I asked him about what exactions would be imposed, and 
the State Corporation Commission said they would be exac-
tions not agreed to by the Company. We still don't know 
what they are asking. He could say "We have a pole tax and 
::i tax where they cut the street," and I say that what they ask 
for is too vague and indefinite for this Court to pass on it, and 
I would like to renew my motion that the case be dismissed. 
Chairman Hooker: Motion denied. 
page 97 r Mr. Barclay: I should like to bring one case to 
the attention of the Commission, which is the case 
of Commonwealth of Virginia versus the City of Richmond, 
in which the Commonwealth tried to put a tax on the water 
sold outside of the City of Richmond, 116 Va., p. 69, and the 
Supreme Court said the small amount of water sold outside 
of the City was a matter that was de minimus and should not 
be considered by the Court, and they decided in favor of the 
City of Richmond. I think this matter here is de minimus, 
and the Telephone Company's own witnesses say it is "negli-
gible,' 'and if it is not negligible, you would have to reduce 
the rates. I say it is negligible, everything they have pre-
sented here is negligible to these tax matters, and if you allow 
this on this utility, the next thing it will be on the rolling 
stock, and I don't know but what the other utilities will be 
in here next week requesting that other taxes be passed on to 
the consumer. I say a telephone company ·in a 
page 98 r community, that receives the benefits of that com-
munity, is just as liable for taxes as any other 
merchant or any other citizen, because they get the same 
benefits and other things and there is no way of carrying 
that back. Miller & Rhoads in Richmond sell in every county 
in Virginia, and they pay a license tax in Richmond which 
cannot be carried back to the purchasers in the counties, and 
I think we should weigh this matter very carefully, and I 
don't know whether any of us want to submit briefs, but if 
the occasion comes up in the different communities to tax 
them, I don't believe the community will put a tax on it which 
will be prohibitive, and I believe there is a decision in Virginia 
on that, that when it becomes prohibitive it is a void tax, and 
if it becomes prohibitive, they have a right to come back 
and ask you to consider that. 
Mr. Fletcher: If the Commission please, there have been 
statements made here that they don't know what we are ask-
ing for, but I think the tariff speaks for itself with the ex-
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ception of the suggestion made by Judge Catterall, 
page 99 ~ and we think the word ''exactions'' implies some-
thing, but if there is any doubt about that we said 
we were willing to consent to the addition to the tariff of the 
words "not agreed to by the Company," so as to make it 
perfectly clear, and with that exception we think the tariff 
is entirely clear. The only question is whether it is necessary 
to protect the present tariff provision to circumvent the im-
position of the tax by the cities to get the same amount of 
money without having the Company bill those amounts to the 
subscriber of the municipality imposing the tax. 
Chairman Hooker: If there is nothing further, the Com-
mission will take.this matter under advisement. 
page 100 ~ COMMONWEALTH OF VIRGINIA 
STATE CORPORATION COMMISSION 
APPLICATION OF 
At Richmond, December 30, 1955. 
CASE NO. 12823. 
THE CHESAPEAKE AND POTOMAC TELEPHONE 
COMPANY OF VIRGINIA 
For approval of an amendment to its General Exchange 
Tariff S.C.C.-Va.-No. 1. 
THE APPLICATION of The Chesapeake and Potomac 
·Telephone Company of Virginia to amend its General Ex-
change Tariff S.C.C.-Va.-No. 1 in accordance with the 
amendment filed on November 7, 1955 was heard by the Com-
mission on December 14, 1955 and taken under advisement, 
it appearing that the notice required by the order of the 
Commission on November 7, 1955 had been given by the appli-
cant. 
THE APPLICANT appeared by Stephen H. Fletcher and 
H. Walker Lewis, its counsel. Appearing in opposition to 
the application were the following: The City of Portsmouth 
by R. C. Barclay, City Attorney; the City of Newport News 
by Harry L. Nachman, City Attorney; the City of Norfolk 
by Joseph E. Baker, Counsel; the City of Hampton by John 
D. Gray, City Attorney; and Henrico County by E. W. Hen-
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ing, Jr., Commonwealth's Attorney. The Virginia Farm 
Bureau Federation by Alden E. Flory, appeared in favor of 
the application. 
NOW ON THIS DAY, the Commission having fully con-
sidered the application herein, the objections thereto, and all 
of the evidence herein is of the opinion that the proposal of 
the applicant to amend its said Tariff in accordance with the 
amendment filed on November 7, 1955 is unreasonable and un-
just and should be disapproved for use in this State. · The 
Commission is further of the opinion that an amendment of 
said Tariff providing as follows is reasonable and just and 
should be approved by the Commission for use by the appli-
cant on all bills rendered on and after January 15, 1956: 
page 101 r "26. ADJUSTMENTS FOR CERTAIN LO-
CAL TAXES AND FEES. 
"When a political subdivii;;ion of the state charges the com-
pany a license tax or franchise fee at a flat rate or based on 
receipts or based on poles, wires or conduits, such taxes and 
fees will be billed pro rata to the exchange customers receiv-
ing service within the political subdivision, if the aggregate 
amount of such taxes and fees exceeds one-half of one per cent 
of the aggregate bills of such customers for exchange service. 
'' Excluded from the foregoing adjustment are all franchise 
fees fixed by contract between the company and the locality 
before 1956. '' 
IT IS, THEREFORE, ORDERED: 
(1) That the application of the Chesapeake and Potomac 
Telephone Company of Virginia to amend its General Ex-
change Tariff S.C.C.-Va.-No. 1 in accordance with its :filing 
made on November 7, 1955 whereby it sought to provide that, 
insofar as practicable, any license taxes, however measured, 
and any pole, wire, conduit or similar street use tax or exac-
tion imposed upon the applicant by any political subdivision 
of the State of Virginia will be billed by the applicant on a 
pro rata basis to its exchange customers within such political 
subdivision be disapproved for use in this State; 
(2) That an amendment to the applicant's General Ex-
change Tariff S.C.C.-Va.-No. 1 providing as follows be ap-
proved for use. in this State by the applicant on all bills ren-
dered on and after January 15, 1956: 
I 
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"26. ADJUSTMENTS FOR CERTAIN LOCAL TAXES 
AND FEES. 
"When a political subdivision of the state charges the com-
pany a license tax or franchise fee at a flat rate or based on 
receipts or based on poles, wires or conduits, such taxes and 
fees will be billed pro rata to the exchange customers receiving 
service within the political subdivision, if the aggregate 
amount of such taxes and fees exceeds one-half of one per cent 
of the aggregate bills of such customers for exchange service. 
'' Excluded from the foregoing adjustment are all franchise 
fees fixed by contract between the company and the locality 
before 1956.'' 
(3) There appearing nothing further to be done 
page 102 r herein, this proceeding be dropped from the docket 
and the file placed in the file for ended causes; 
and, 
(4) That an attested copy hereof be sent to the applicant, 
to each of the parties appearing herein and to the Chief Engi-
neer and to the Chief Accountant of the Commission. 
A True Copy-Teste: 
N. W. ATKINSON, 
Clerk of the State Corporation Commission. 
page 103 ~ 
• * * 
OPINION, CATTERALL, Commissioner. 
On November 7, 1955, the Telephone Company filed an, 
amendment of its General Exchange Tariff the purpose of 
which was to increase local exchange rates by the amount of 
local license taxes ; and the wording of which was : 
''26. ADUSTMENTS FOR LOCAL LICENSE, 
TAXES, ETC. 
"Rate schedules of the Company do not include any license 
tax, however measured, or any pole, wire, conduit or similar 
street use tax or exaction imposed upon the Company by any 
political subdivision of the State of Virginia. 
"Insofar as practicable, any such tax or exaction that is 
presently or may hereafter be so imposed will be billed on a 
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pro rata basis by the Company to its exchange customers with-
in the political subdivision, imposing it.'' 
The Commission set the application down for hearing on 
December 14, 1955, on which day The Chesapeake and Poto-
mac Telephone Company of Virginia appeared by Stephen 
H. Fletcher and H. Walker Lewis, its counsel. Alden E. Flory 
appeared as counsel for the Virginia Farm Bureau Federa-
tion and testified in support of the application. 
page 104} The following attorneys appeared on behalf of 
the following political subdivisions in opposition 
to the application: 
Harry L. Nachman for the City of Newport News R. C. 
Barclay for the City of Portsmouth Joseph E. Baker for the 
City of Norfolk John D. Gray for the City of Hampton Ed-
mund W. Hening, Jr., for Henrico County. 
N. S. Elliott appeared as counsel for the State Corporation 
Commission. 
By its final order of December 30, 1955, the Commission dis-
approved the Company's proposed amendment, but authorized 
it to amend its tariff to read as follows: 
"26. ADJUSTMENTS FOR CERTAIN LOCAL 
TAXES AND FEES. 
''When a political subdivision of the state charges the com-
pany a license tax or franchise fee at a flat rate or based on 
receipts or based on poles, wires or conduits, such taxes and 
fees will be billed pro rata to the exchange customers re-
ceiving service within the political subdivision, if the aggre-
gate amount of such taxes and fees exceeds one-half of one per 
cent of the aggregate bills of such customers for exchange 
service. 
'' Excluded from the foregoing adjustment are all franchise 
fees fixed by contract between the company and the locality 
before 1956. '' 
Section 156 (b) of the Constitution requires the Commis-
sion to prescribe reasonable and just '' rates, charges, classi-
fications of traffic, and rules and regulations'' for telephone 
companies doing business in this State, and provides: 
'' The authoritv of the Commission ( subject to review on 
appeal as hereinafter provided) to prescribe rates, charges . 
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and classifications of traffic for transportation 
page 105 ~ and transmission companies shall be para-
mount;• • .,, 
The Constitution thus vests in the Commission authority to 
fix telephon,e charges and divests the General Assembly of 
authority to fix telephone charges; so that, in this proceeding 
the Commission exercises the full legislative power of the 
state, as distinguished from "quasi-legislative" power. We 
mention this well-known and unique aspect of the Commis-
sion's authority because the Commission's order, especially in 
drawing the line at on,e-half of one per cent, is undoubtedly 
pure legislation. 
Analogous legislation by the General Assembly is found in 
§58-603 of the Code relating to electric, gas and water corpora-
tions: 
"(2) Any city or town may impose a license tax upou i:;uch 
corporation for the privilege of doing business therein, which 
.shall not exceed one-half of one per centum of the gross re-
ceipts of such business accruing to such corporation from such 
business in such city or town; • • • '' 
In determining what charges are reasonable and just in. 
the circumstances of the present controversy, the Commis-
sion is faced with the problem of balancing a number of con-' 
flicting financial interests. Of the parties whose interests are) 
here involved, the telephone company has the smallest financial 
interest. Under the constitutions of this State and of the 
United States a corporation whose rates and charges are 
fixed by law is entitled to collect from the consumers enough\(. 
gross income to pay all its expenses. Among its expenses are 
the taxes it pays. One reason utility rates are as 
page 106 ~ high as they are is because of the 527'0 federal 
income tax. If that tax were repealed, the rates 
could and would be reduced by the amount of the tax reduc-
tion,. For the same reason, if a city should impose a 52%1 
gross receipts tax, the rates would have to go up. There is no 
question that the consumers have to pay rates sufficiently high 
to enable the company to pay its taxes. The question is which 
consumers should bear the burden of increased local taxes : 
the local consumers or all the consumers Y · . · \ 
There are two reasons why it is reasonable and just to re-
quire the company to add the local taxes to the charges for 
local service rather than to the charges throughout its sys-
tem: 
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1. The taxes paid to the locality by the company are used 
by the locality for the benefit primarily of the people who 
live there. If the company did not pay these taxes, the 
locality would have to levy other taxes, and those other taxes 
would be paid by the local citizens. 
2. If a locality can levy taxes that are paid mostly by 
eople who do not live and vote there, self-interest will per-
suade it to rely more and more on such taxes for the support 
of local government. Some cities welcome federal aid and 
even request federal money which comes out of the pockets.of [ 
people most of ~hom do not live in the locality. If Kentucky 
could levy a tangible personal property tax on the gold at Fort 
Knox it would be a bonanza for the citizens of Kentuckyv 
These suggestions illustrate the principles in-
page 107 ~ volved in this case. The Commission's order i 
based on those principles. The one-half of on 
pe1· cent limitation prescribed by the order is to keep the 
order from interfering with the sort of moderate taxes and 
fees that have been levied for the past half-century without 
any thought on the part of the loc_ality of ma.king outsiders 
bear substantial local tax burdens. The order does not apply 
to franchise fees based on pre-existing contractual arrang -
ments. Those arrangements were entered into voluntar y,) 
and are in the nature of payments for easements. It would 
not, in our opinion, be reasonable and just to upset them at 
this late date. The order does apply to future voluntary 
franchise agreements in order to keep the company from dis-
criminating voluntarily between localities. As a matter of 
fact, the company has not voluntarily agreed to any franchise 
fees measured by receipts for many years. It has not had to 
agree because no city council has had the temerity to de-
prive its constituents of all telephone service. 
In C. & P. Telephone Co. v. Newport News, 196 Va. 627, the 
court held that Newport News could levy a 3% gross receipts 
tax on the telephone company's local exchange revenue. If the 
city can levy a 3% tax, it can levy a 30% tax, because the 
anioun,t of a tax is a legislative and not a judicial question. 
The motive to increase the amount of a tax is strong if the 
people who pay the tax are not the same people whose elected 
representatives levy the tax. As pointed out by the Supreme 
Court in Michigan Central Railroad v. Powers, 
page 108 ~ 201 U. S. 245 at 295: 
"As said by Mr. Crief Justice Marshall, in M'Culloch v. 
Maryland, 4 Wheat. 316, 428, 4 L. ed. 579, 606: 
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'' 'The only secutiry against the abuse of this power is found 
in the structure of the government itself. In imposing a tax 
the legislature acts upon its constituents. This is, in general, 
a sufficient security against erroneous and oppressive taxa-
tion.' 
"And again, in Providence Bank v. Billings, 4 Pet. 514, 
563, 7 L. ed. 939, 956: 
'' 'This vital power may be abused; but the Constitution of 
the United States was not intended to furnish the corrective 
for every abuse of power which may be committed by the 
state governments. The interest, wisdom and justice of the 
representative body, and its relations with its constituents, 
furnish the only security, where there is no express con-
tract, against unjust and excessive taxation as well as against 
unwise legislation generally.' " 
These practical limitations on the taxing power do not exist 
if the tax is not paid by the constituents of the legislators 
who determine the amount of the tax. 
The General Assembly, in ~58-603 of the Code of Virginia, 
has limited this type of tax to one-half of one per cent in the 
case of other utilities, but bas imposed no limit in the case 
of telephone companies. It follows that the cities have been 
given the full power of the General Assembly to levy license 
taxes on telephone companies. In Fallon, Florist v. Roanoke, 
190 Va. 564, the court said (p. 577), quoting from an earlier 
case: 
''vVhen the legislature confers upon a municipality the 
general power of taxation, it grants all the power possessed by 
itself in respect to the imposition of taxes; * * *" 
page 109 ~ And at page 578: 
"As the G,eneral Assembly is the judge of what taxes are 
necessary and expedie:n,t to meet the needs of the Common-
wealth, so, too, is the local legislature the judge of what taxes 
may be levied within the limits of its delegated authority." 
It is often said but seldom held that a tax might be void 
because it was too big. In The Chesapeake and Potomac Tele-
phone Co. v. Newport News, 196 Va. 627, the court said (p. 
637): 
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"Plaintiff contends that the City has arbitrarily singled it 
out for discriminatory treatment as compared with other 
public utilities in the City of Newport News, and that the tax 
is excessive, in comparison with its earnings and the earn-
ings of other public service corporations. It is a general prin-
ciple that in fixing the amount of the tax a legislative body is 
given considerable discretion and that every presumption is 
in favor of the reasonableness of the tax." . 
It is impossible to lay down any rule for the judicial deter-
mination of the reasonableness of the amount of a tax. The 
limit usually suggested is that the tax may not be so high 
as to destroy the business. At page 640, the court said: 
'' * * * it was not, in our opinion, shown that the license 
tax of which plaintiff complains is prohibitive or destructive 
of its business." 
Since the telephone business renders a service that is re-
garded by most people as a necessity, and since the subscrib-
ers have to pay rates sufficient to cover all taxes, the only way 
a tax on a telephone company could destroy its business would 
be by making the tax so high that the public could not afford 
telephones. That would be a very high tax in-
page 110 ~ deed; and, before the business was in fact de-
troyed, it is hard to see what evidence could be 
adduced to prove that the tax would destroy the business. 
When Chief Justice Marshall said : '' The power to tax in-
volves the power to destroy,'' he had in mind the impossibility 
of the court's saying to the legislature that, at some specified 
point, the size of a tax makes it void. The rule in the Supreme 
Court of the United States is that the mere fact that a tax 
destroys a business does not make it void. 
In Stewart Dry Goods Co. v. Lewis, 294 U. S. 550, the court 
said (p. 562): 
"To condemn a levy on the sole ground that it is exces,sive 
would be to usurp a power vested not in the courts but in the 
legislature and to exercise the usurped power arbitrarily by 
substituting our conceptions of public policy for those of the 
legislative body." 
In A. Magnano Co. v. Hamilton, 292 U. S. 40, the court 
said (p. 45): 
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'' The point may be conceded that the tax is so excessive 
that it may or will result in destroying the intrastate business 
of appellant; but that is precisely the point which was made 
in the attack upon the validity of the ten per cent tax imposed 
upon the notes of state ban.ks involved in Veaeie Bank v. 
Fenno, 8 Wall. 533, 548, 19 L. ed. 482, 487. This court there 
disposed of it by saying that the courts are without authority 
to prescribe limitations upon the exercise of the acknowledged 
powers of the legislative departments.'' 
The problem raised by the case before us has come up in 
other states. The different states have dealt with the problem 
in a variety ~f different ways, but there is general agreement 
that local license taxes should be passed OD, to the 
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In City of El,mhurst v. Western United Gas & 
Electric Co., 363 Ill. 144, 1 N. E. (2d) 489, 13 P. U. R. N. S. 
441, the city appealed from an order of the Commission that 
authorized the company to add 3% to the bills of consumers 
residing ill, the City, which exacted a 3% franchise fee on the 
local gross receipts. The court affirmed the order, saying: 
"It would be unjust to spread the burden of this annual 
franchise payment over the whole northern division. It should 
be borne by the company's consumers residing within the city 
as that city alone receives the advantage of such annual pay-
ment." 
In re: Detroit Edison Co., 16 P. U. R. N. S. 9, Mich. P. U. C., 
1936, some municipalities were seeking to require the com-
pany to pay them for the use of the streets. The Commission 
intimated that, if any city should succeed in imposing such a 
charge, the amount of the charge ought to be added to the 
bills of the local consumers, saying (p. 24): 
"If any municipality in the territory of the Detroit Edison 
Company succcessfnlly maintains in the courts its position 
that it is entitled to rental for any of its public places, and if 
the Detroit Edison Company is compelled to pay to such muni-
cipality any amounts on account of such claims, it will cer-
tainlv become the duty of this Commission to increase the 
electric rates and charges of the Detroit Edison Company 
in that municipality in an amount sufficient to offset anything 
the utility is compelled to pay on account of such claims as-
serted by such municipality. 
"It would certainly be most unfair and unjustly discri-
minatory against the other localities if this were not done.'' 
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· In re: Consitniers Power Co., 14 P. U. R. N. S. 
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made the following :finding: 
"We also find that certain municipalities in which the com-
pany operates a utility propose to collect substantial sums of 
money from the company by enacting ordinances to impose 
upon the company certain charges in the form of license fees, 
special taxes, or street rentals and that the addition of these 
charges to the company's general operating expense would 
result in an unjust burden on the customers residing outside 
of such municipalities.'' 
In re: Southern California Gas Co., P. U. R. 1922 A, 277, 
Cal. R. R. Comm., 1921, the Commission said (p. 282): 
"Since the submission of this application applicant has 
been required to obtain from the city of San Bernardino a 
franchise covering the distribution and sale of gas. This 
franchise requires the payment by it of 2 per cent of its gross 
revenue to the city. Necessarily this operating expense must 
be borne by the consumers of San Bernardino and not spread 
over the consumers in Riverside and outlying towns.'' 
In re: 8oidhern Bell Tel. & Tel. Co., 7 P. U. R. N. S. 21 
N. 0. U. 0., 1934, the North Carolina Commission said (p. 33): 
"The Commission has considered in :fixing the rates in the 
various exchanges special concessions exacted from the com-
pany by particular municipalities. We are of the opinion that 
when any municipality enjoys special advantages not enjoyed 
by other cities and towns, it is not entitled to rates as low 
as those for the other cities and towns. Its rates should be 
higher to the extent of the special advantage. For example, 
the company pays to the city of Asheville under its franchise 
one per cent on the gross exchange revenue in Asheville, and 
the Commission bas taken this into consideration in fixing 
the Asheville rates.'' 
In re: Pacific Tel. & .Tel. Co., 37 P. U. R. N. S. 321, Wash. 
Dept. of Pub. Ser., 1940, the vVasbington Commission said 
(p.405): 
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the many thousands of telephone subscribers in 
this state, who live elsewhere than in the seven cities in which 
such taxes are now levied, the burden of providing the dollars 
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necessary to pay occupation taxes in these cities. (It is no 
answer to say that the company should itself pay this tax, for 
the company must necessarily pay it out of dollars received 
from its subscribers. In our opinion, it is much more equit-
able to provide that the subscribers in the various cities should 
assume that responsibility, if such cities have used that method 
of providing additional tax revenue, than to require sub-
scribers throughout the state to help carry the cost of paying 
the taxes exacted by these particular cities. There can be no 
doubt that an unjust and unreasonably discriminatory situa-
tion now exists in respect to these particular taxes, and that 
this burden must be placed where it should be, namely, upon 
the subscribers in the particular localities in which the taxes 
are levied.) '' 
On appeal to the Supreme Court of Washington, 19 Wash. 
(2d) 200, 142 P. (2d) 498, 52 P. U. R. N. S. 6, the court said 
(p. 57): 
'' The only question before us is whether the excise tax 
levied by the city of Seattle ehould be included generally in 
respondent's operating expenses and spread throughout the 
state, or whether the amount of the tax should be collected by 
respondent from the Seattle rate payers." 
At p. 58: 
''While as hereinafter stated we differ with the supreme 
court of Illinois in its holding as to franchise payments, the 
· holding of the court supports our conclusion that excise taxes 
levied by a city should be reflected in the rates charged within, 
that community." 
At p. 59: 
'' As above stated, the bases upon which excise taxes have 
been levied by the cities vary greatly, ranging from 4 per 
cent of the gross income to 1 per cent. No one can say how 
far this variation might be extended. It suggests large pos-
sibilities of municipal action. Manifestly there is 
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one community to levy and collect from respondent 
or any public utility engaged in business throughout the state 
an occupation tax which in turn the utility would collect by a 
statewide increase in rates." 
In re: Mountain Fitel Supply Co., 94 P. U. R. N. S. 88, Utah 
P. S. 0., 1952, the Commission said (p. 91): 
City of Newport News, v. The C. and P. Telephone Co. 59 
"If the consumers of gas over the entire system of the 
company in this state are required to bear the burden result-
ing from the special taxes or fees imposed by one city, then 
each other city served by the company would be encouraged, 
if not indeed forced, to impose a similar tax or fee upon the 
company in order to equalize the benefits and burdens for the 
consumers of gas within its corporate limits. Eash time a 
city increaserl its exaction from the utility each other city 
on the company's _system would be justified in making a 
similar increase. 
'' This, we think, would not be in the public interest. If the 
consumers within a city are required to bear the special tax 
burdens imposed by that city those consumers will exercise the 
necessary influence upon the city officials to keep such special 
taxes within reasonable limits or eliminate them entirely as 
revenue-raising measures.'' 
In Ogden City v. Utah Public Serv. Comm., 260 P. {2d) 
751, 2 P. U. R. (3d) 521 (1953) the court sustained an order 
of the commission requiring a telephone company to bill local 
subscribers for local excise taxes, saying : 
"The consumer ultimately bears this cost. Heretofore such 
cost has been born pro rata, statewide, by company sub-
scribers, whether living in an area whose local government 
exacted tribute or not. The commission decided there was an · 
unfair discrimination as to subscribers in non-imposition areas 
since they helped to pay other areas' local levies without cor-
relative advantage. Ogden says no evidence supports such 
conslusion-but an exhibit names the cities charging the com-
pany, with stated percentages of loeal gross revenues, and 
those not charging the company, making it obvious 
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the imposts of the former under the billing system 
demonstrated. Whatever the degree of discrimination, ag-
gravation was sure to result, when the most populous city, 
Salt Lake, whose residents represent by far and away the 
greatest number of phone users, doubled its take from the 
company." 
In re: Western Lipht & Telephone Co., 10 P. U. R. (3d) 70, 
Missouri P. S. C., 1955, the Commission said (p. 77): 
'' Assuming a company has exchanges in Cities A and B 
and City A levies a license tax amounting to $2,500, whereas 
City B levies no tax, should the telephone users in City B 
pay rates based on operating expenses including or excluding 
60 Supreme Court of Appeals of Virginia-
this amounU The rate of return will be the same in either 
case, the on}y difference being which telephone users should 
bear this expense. 
"The telephone company's stockholders have no :financial 
interest in this matter as the commission is required by law 
to permit a utility to charge rates which are sufficient to re-
imburse it for its necessary operating expenses, including 
taxes. 
'' The local subscribers in a city which levies a tax are the 
citizen1;3 who benefit directly from the levy. The proceeds are 
used only for the benefit of the city." 
At page 79: 
"A license tax is assessed wholly as a revenue-producing 
measure for a particular city or town making the assessment 
and the company's system-wide operations are not benefited 
by the payment of such tax. For that reason it should not 
be included as an operating expense to be borne by parties 
receiving no benefit from it." 
At page 80: 
'' The commission will grant permission to the Western 
Light and Telephone Company, Inc. to file a general rule with 
its rate schedule authorizing the company to pass on license 
taxes imposed on the company by various cities and towns to 
the subscribers residing in such cities and towns imposing the 
tax.'' 
In re: Bell Telephone Co. of Nevada, decided by 
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ruary 10, 1956, and not yet reported, the Com-
mission said : 
"Testimony of record indicates to the Commission that 
while this type of tax as proposed would directly benefit only 
those persons living within the boundaries of the political sub-
division levying the tax, that were the utilities to absorb the 
levy, the burden of payment would fall not only upon users or 
customers within the area, but upon users or customers sys-
tem wide. Obviously, the only way to prevent discrimination 
is for the customer or user living within the boundaries of the 
political subdivision levying the tax to pay directly as an 
added charge any taxes of this nature.'' 
• • • • • 
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"Certainly, it is true that what one political subdivision 
can do at one rate of tax, another can do at a different rate 
of tax. Certainly, it is also true that if such taxing· becomes 
commonplace, and the taxes so levied absorbed into the utility 
rate structure any such structures now existing would be 
completely destroyed and the resulting chaos could onlv be 
repaired at great expense to the customers and users of all 
utility service in Nevada. The basic principle that this tax 
burden be placed exactly where it belongs upon the customers 
or users in the particular jurisdiction in which the tax is levied 
must be maintained.'' 
The charges we have authorized the applicant to add to the 
bills of its local customers are reasonable and just, fair and 
nondiscriminatory. They place the added burden on those 
who should bear it and prevent each locality from upsetting 
the state-wide system of rate-making for its own advantage 
and to the disadvantage of consumers living outside the tax-
ing locality. The problem presented by this case has only 
recently arisen in Virginia, and the amount of 
page 117 ~ money involved is not great. The principle in-
involved is, however of the greatest importance to 
the rate-making process in Virginia. 
KING, Chairman, and HOOKER, Commission, concur. 
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STATE CORPORATION COMMISSION 
RICHMOND. 
March 3, 1956. 
CASE NO. 12823. 
APPLICATION OF 
THE CHESAPEAKE AND POTOMAC TELEPHONE 
COMP ANY OF VIRGINIA. 
For approval of an amendment to its General Exchange 
Tariff S. C. C.-Va.-N o. 1. 
The City of Newport News, Virginia, having filed due no-
tice of appeal in this case, 
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IT IS ORDERED that all of the original exhibits filed with 
the evidence, numbered and described as follows, be certified 
and forwarded to the Clerk of the Supreme Court of Appeals 
of Virginia, to be returned by the Clerk thereof to this Com-
mission with the mandate of that Court: 
Exhibit No. DESCRIPTION 
1. General Exchange Tariff, S. C. C.-Va.-No. 1. 
2. Excerpts from minutes, regular meeting of Coun-
cil, City of Newport News, October 3, 1955. 
3. Political subdivisions imposing flat license taxes 
and similar exactions to be billed on a pro rata 
basis to exchange customers situated therein. 
4. Annual franchise payments made by the C. and 
P. Tel. Co. of Va. during· the years 1952-1955. 
5. Franchise agreements of The C. and P. Tel. Co. 
of Va. which require annual payments. 
A True Copy. 
Teste: 
N. W. ATKINSON 
Clerk of the State Corporation Commission. 
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CERTIFICATE. 
Pursuant to an order entered herein on March 3, 1956, the 
original exhibits listed therein are hereby certified to the 
Supreme Court of Appeals of Virginia, to be returned by the 
Clerk thereof to this Commission with the mandate of that 
Court. 
It is further certified to the Supreme Court of Appeals of 
Virginia that the foregoing· transcript of the record in this 
proceeding, with the original exhibits, contains all the facts 
upon which the action appealed from was based, together with 
all the evidence introduced before or considered by the Com-
mission. 
,v-itness the signature of W. Marshall King, Chairman of 
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the State Corporation Commission, under its seal and attested 
hy- ~ts Clerk this 30th day of March, 1956, at Richmond, Vir-
gmia. 
Attest: 
(Seal) 
W. MARSHALL KING 
Chairman. 
N. W. ATKINSON 
Clerk. 
CERTIFICATE. 
I, N. W. Atkinson, Clerk of the State Corporation Commis-
sion, certify that, within sixty days after the final order in 
this case the City of Newport News, by its City Attorney, 
Harry L. Nachman, 501-504 First National Bank Building, 
Newport News, Virginia, filed with me a notice of appeal 
therein which had been delivered to Stephen H. Fletcher, 725 
13th Street, N. W., Washington, D. C., opposing counsel, to 
Counsel for the Commission and to the Attorney General of 
Virginia, pursuant to the provisions of Section 13 of Rule 
1 of the Rules of Supreme Court of Appeals of Virginia. 
Subscribed at Richmond, Virginia, March 30, 1956. 
* * 
N. W. ATKINSON 
Clerk. 
* • 
A Copy-Teste: 
H. G. TURNER, Clerk. 
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